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The most simple explanation of iiribalsnces between 
regj-ons - which still remains unscathed in economic literature 
is that economic growth does not start simultaneously at all 
points within a country. Some regions are locationally 
preferred which make possible growth in them and not in 
others, us the process of development gains momentum, the 
regions , 'Which were initially favoured because of certain 
locational adx’'ant3ges , continue to attract people, trade, 
manufacturing and capital, not only because of resource 
advantages but. because of the external economies offered 
by the groi'v'th regions. The resultant differential rates 
of regional economic growth, once established, tend to 
increase the per capita gap in incomes and the level of 
services and activities between the growth regions and the 
lagging regions. Even a perfunctory analysis of most 
countries, whether in the category of developed or developing, 
will show the existence of regional economic differences, 
though for some these differences may be m.ore appalling 
than, for others."^ 

With the increasing concern for the distributive 
aspects of, economic development,,; the phenomenon of unequal 
T. Robinson, G'." 'iS, ;' 'Backward Areas in id-vanced Go’m , 
^ The views expressed- in, this paper „ are, personal. 



rstdE of Economic gro-nth of regions «lthin a country has 
encouraged policy-makers to consider, among other goals, 
regional development as an explicit goal oi national ^ 
economic policies. In fact, balanced regional developi 
ment figures alongwith other conventional goals such as 
economic gronth and income distribution in the charter of 
national goals in almost all countries.' Closing the gap 
between the growing and lagging regions has become a 
political and social imperative. The Mezsogiorno ih 

South Italy, Sudeno in northeastern Brazil, Fribourg 

~ 1 wTv- 1 - "P T I'l 1 c:* soc IcbI conc 6 jX*n 

.in Switzerland are examples ot rhXo giovixi-„ 
to reduce re, sionai differences. In India, tbe relatxve 
centralization of economic activities xn some parts of 
the country has given rise to discussions about policies 
designed to diffuse growth to wider areas. xt the same 
time, the abundant natural resources of Bihar, Madhya 
Pradesh, Orissa and Rajasthan and the stagnant re,gion3 ^ 
of Eastern Uttar Pradesh', Rayalaseema, Tolangana, Vidarbna 
and many others have boon subject to national considera- 
tions in order to steor growth in these directions. There 
have also been corapwlling reasons in favour of policies 
that will accelerato the gr-owth rates to a level that 
would provide, in the' shortest possible time, a minimum 


■/ 



whatever that might mean 


erv ices 


of the more progressive and dynamic regions. It may be 
argued, on the one hand, that the rate of growth of GNP ■ 
should not be lowered by the diversion of investible 
resources merely to satisfy regional interests and that i 
it may actually be better to concentrate investments 
in tha most promising areas. On the other hand, it is i 
suggested that such a policy may further increase the 
gap betx\)een the ‘-growing and backward regions. Clearly 
this has led us into a situation where without trade-offs 
these conflicting political, economic and social considet 
ations cannot be easily reconciled. I 

This popor is largely concerned with the overall J 
issues of regional imbalances as well as with a review j 
of the economic policies ' undertaken to reduce regional | 
disparities in the country. It will‘ also attempt to | 
throw some ideas, preliminary as they may be, as to | 

how this problem could be approached in the kind of 
planning framex'Jork that exists in' India.- The analysis 
of subjects such as balanced versus unbalanced regional 
grox'Jth, concentration versus dispersal of new’ investments 
or the geography of resuurco endowments vjith a y.iow to 
determine the possible rates of groxvth among various 
regions, though clearly relevant to tho discussion, has 


:k-.- 


II . 

The crucial ubsurvation made by .isuk Mitra in a '''I ^ 

Very recent article on '.aspects of Levels of Uevelop- 

2 . . . ■ 

ment; .ai .issossrrient' 'shouli; perhaps serve as me soarring 

point for a discuGsion of the ceonorriic policies designed 
to correct regional imb.alances. The observ;'tion reeds 
-- — "th..; tont-':’t iv,e pic oure that omorges is one of xv.idening 
of tho distancGE on the- road to development among cert.ein 
States and v'i thin the St.ates among certain districts. 

The docado of 1961-71 seems to have .accentuated rc-gional 
diff or./ncos . although there a-ro si.gns of Co-nsidorable 
activity, backwat'U Gre.as soom to have gone still more 
backward by comparison". While this .articlb has gone 
into some loingth in ©.xplaining the regional differences 
by political zonoS , it is useful t..^ analys j tue pattern ■ 
of rolationship betv:o-^n certain indiviuual indie at..^.rs 
and tlie per capita incomes obtaining in difforent fatet..;3. 
Tabic 1 bel'^w gives data selected Census indicators 
for chose ocates wliose p:^r capita incomes ar'e lovjer than 
tho national average. 


2. Mitra, ;.Suk, 'aspects of Lev*ols ■ of development: ,*n 
'.issassm* nt" , Yo.jn.? , Vol, XVI, No, 2, Fabru.ary 6, 1972. 
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TaBLE 1 


1971 Census Dnta Urbanization, 
Literacy and Working Force. 


States 

’Par capita 
’ income 
’ average 

M 962-65. 

’ .. ? 

’ Percent- ’ 
’ age of ' 

’urban to’ 
’total ■ ’ 
’ populat- ’ 

Parcontage of 
literates to 
total popula- 
tion. 

Percentage, 

’ of xvorkers 
’to total 

’ population 
! 


t 

’ion. ’ 

Total ! Females 

V 

-y r - 

Bihar 

' ^ ^ — 

265 

~T — f 

1 0.04 

■■ ■■ ' -■? - 

19.79 - 8.49 

31.96 

Eorala 

341 

16.28 

60.16 53.90 

28.91 

M‘^dhy'8 

Pradesh 325 

16.26 

22.12 10.84 

37.30 


Orissa 

306 

8.27 

26 . 1 2 

13.75 

31 .64 

Rajasthan 

31 4 

17.61 

18.79 

8.26, 

32.22 . 

Uttar Pradesh 

306 

14.00 

21 . 64 , 

10.18 

32.16 

Aver age. ; India 

372 

19.87 

■ 29.34 

18.64 

33.54 


It X'v’ill b.j ^:vident frura the 'i bo ’/e set 


lata that 


tnero is a positiv.; correl'-tion betvJeen per capita incomes 


tliG !'.<r 


iun of population living in urban 


areas, (b) literacy and (c) percentage of voorking force 
in the total population. B-rring two oxcoptions, that 
is, ca higher literacy rate, in Kerala and a higher percentag 
of x^orking force in Madhya Pradesh r-olative to ^ill- India 
'-^xroi’ages , other States XAiith per capita incomes lower than 
the national average have lox^’er rc^tcjs of literacy, lower 
X'v^orking force and lov!. rates of urbanization. Between 
1961 -71 there does nut seem to have been any change in the 
order of correlation between these factors. ..sok Mitra, 


: o : ■ 


for inst^nc.o, has sootod in the paper oitod above th...:t 
the coefficient of correlation (in respect of the poulod 
values of -B indic" tors_. for ?jhich comparable 1971 Cerisusi 
c^ta h='''vG b.:come available) ‘ between the two rankings of -# 
the districts of India works out ^-^t ■f0.86<37 vdiich 
in'iicatos a high .positive relationship between 1961 and 

1971. 

'With a totally different set of data, the Mid- 
Tprrr! u.prraisal of the Fourth B^ive-Tsar Plan has also come 
to the same conclusion that despite tire various measures 
employed by the Centre and States in redressing regional 
imbnl'''ncGS th.re is little change in the situation. It 
must be recalled, at. this stage that thu reduction of 
regional imbalances has been one of .the principal aims 
of planning in India though conscious efforos directed 
to this problem wore for tho first time initiated in the 
Fourth FiVvi Yo-’r Plan. .,t tho time of formulating the 
Fourth Fi\n,;’ Yo-r Pl:^'n when tho widening disp)Grities wore 
causing '■■mciety to oho govornments on social and political 
grounds, two specific actions of f^r rcoaching significance 
were taken by tho Conbral Guvernmont. . The important of 
tho tvjo, v.'hich also sig:nalled a major departure in tho 
aid-rolationship betw’een the Centre and States was to 
sot aside, after meeting the full budgetary requirements 
of the border and special pro'bldnj Status, 10 per cent of 
the total Contral assistance fur those States .whoso per 


I 
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r 



It was 


capita income x-v’as below the national average, 
expected that such a measure would help the backward 
States and the inter-Stnte differences would, as a 
result, be narrowed down. The second measure was 
liberalisation of commercial credit through the nationalised 
banks and other financing institutions for the baclward 
••^rcas of the country. The third measure, though not uniQ;.ue 
to the Fourth Five Torar Plan period, to locate large 
investment projects in the bacta^Jard States was continued 
from the earlier plans though the order of investment in 
the large projects itself was substantially reduced during 
this period. 

Commenting on each one’ of these measures, the 
Mid-tcrrn Pl?^n ^ippraisal has brought out the following 
points' : ' . ■ ■ 

' (i) No effective link h<as yet been possible to 
pi-ovido between the levels of. cievolopmant and sectoral 
requirements of the States and the criteria of allocation 
of central assistance. . Even under the revised formula 
which sots aside 10^ of Central assistance for Statejs 
with per capita income less than the national average, 
per capita Centr--=1 assistance to Bihar, Madhya Pradesh 
and Utt^^r Pradesh, which are the three most backward 
States, remains below the average Central assistance to 
rail States. ' : ■ 

' ■ (ii) Only .a '..few entre,pren&urs ■ from the bockWr?rd 


area's hsvo a-pproached the ^financing institutions tor 
t-l'cing advantage of liberalized f inance j lovier interest 
rates •■'nd longer amortization poriodi ; 

( iii) Only six States have earmarked separate . 
outlays fur the Je'il/'elopment of backward and special 
problem, ,^r areas. 

,i little olaboratiun of each of these conclusions 
with supporting doit a seems to be in order. Table 2 bel.ovj 
gives the per capita outlay and Central assistance 
between 1 951 --69 and fur the Fourth Five loar Plan. 


T..BLE 2 

PER C;.PIT.. OUTL-.I .iND ■GEPR-iL 
.iSSIST.iNCE . • 


t 

St-’tes ' 

1 

t 

T 

? 

Per c'-’pitp 
income 
'^ver '■pero 

1962-65. 

’1951 

’ per 

-69 " 

capita. 

’Fourth Plan 

’Per Capita 

■ r . ■ ' ■ 

’ outlay ’ Centr 
’ 'as sis 
5 stance 

al'’ Outlay 

_ t 

. 1 

' Central 
’ .assist-ance 

? 

Bih-^r 

265 

171 

107 

89 

57 >4* 

Kerala 

341 

254 

155 

117 

80 A 

Madhya Pr.aclosh 

325 

210 

155 

93 

62 

Orissa 

306 

291 

203 

99 

72 

R^gasthan 

314 

245 

190 

' 1 11 

81 

Utt'^r Pr-idesh 

306 

-182 

106 

103 

56 

.mdhra Pradesh 

386 

233 

144 

94 

54 ' 

Gujar ^t 

462 

, 326 

126 

1 65 

57 V" 

H-^ryana 

A45=i< 

90 

50 

214 

75 

Maharashtra 

478 

280 

. 97 

174 

47 

Mysore 

373 

277 

. . 156 

116 

57 

Punjab 

492 

407 

343 

191 

66 

Tamil Na.Ri 

400 

253 

128 

129 

50 

West Bengal 

465 

220 

■ 130 

69 

48 

dssam 

393 

249 

189 

161 

134 

Jammu Sc. Kashmir 302 

' 434^ 

; ' 405 

■ 386 

357 

Nagaland 


678 

, , ; 700 

■■ 903 

790 

Average'; India 

y,, 

372 

242 

, 14i 

. ' 119 ' 

63 



It is obsorved from the Tnble that in thca first 
IS years of planning covering the three Five-Year Plans 
and the intijrregnum period, the highest per capita Central 
assistance vM-as given to Punjab v.’hich incidentally, among 
all States, had the highest per capita income. Ij^wever, 
this was an exception rather than the rule as in other 
States with high per capitcc incomes such as Gujarat (39%) , 
Maharashtra {3k. 7%) Tamil Nadu (50.6%) the percentage 

of Central assist'--nce to total outlay ivas much lower than 
the average fur the country which stood at 5^.3%. The 
per capita Central assistance to these States was also 
substantially below the national average. On the other 
hand, among the relatively backward States Bihar .and Uttar 
Pradesh did not get a favourable share of Central assistance 
their per capita share being Rs. 1 0? and Rs. 1 06 as against 
the national aver^-ge of Rs. 1 41 . ' 'tjther States , however , 
ree'eivod a- more than proportionate share of Central assis- 
tance. 

The revised formula uf Central' assistance in the 
Fourth Five Year Plan which favoured the backward States 
in the allocation of assistnnee did not change the position 
at all as Bihar, Madhya Pradesh and Uttar Pradesh continued 
tu be in an unfavourable position vis-a-vis the country 
as a whole in terms of per capita assistance, that being 
Rs. .57, Rs. 62 and Rs. 56 for these States respectively as 
against Rs. 63 for the country as a whole, dmong the 
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rol'-^tivoly mor-.: ’v.^ncod Stetos (per espitn incomes 
higher- tiv-n the rr'tiuri!^! nverrg-e income) Punjab still go^y^ 
higher than "'verrge per erpita central nssistanep, though-., 
it vjns. on, a very luuch reduced scale. The main point that 
em-org',.,e; from this '-Mialysis its that the revised formula 
of Centr-"! .assist. anco could not tilt the balance in favour 
of backvj-':rcl ht'^tos ‘'s p-..;rh.aps intondod. In feet, the 

■^d'vantag.o th-^-t ^ccTuod to bactevnrd States by virtue of 
10!f Ce-ntral assi.st.^nce >:.:^rmerkod for thom’was offset by 
.''lloc^ting '\0% of the assistance to those States ^hiich 
ranked higher on the basis of r.::.sourCf3 raobilis.ation or ■ 
t'^x efforts. Apparently, the bulk of the assistance on 
•account of tsBX efforts Vvas claimed by the relatively 
progressive-. States, iinothcr point tli-at comes out of 
theso figures is that oven though the backxv.ard States 
h-^d been, fr^^m the very beginning, getting, a somovhiat 
better sh-are of C.;ntral .assist-anco excepting >3ihor .and 
Utt.ar Pra-do-sh, the gap in per capita incomos of the St.atos 
has not boon bri-iged in .any Knay, 

i-'^hilo the -above figures present one side of tho 
balanco-sho ct the othor side, that is, the capacity of the 
States to absorb the outl-'ys provided in tho plans should 
really be r.-voaling to tho p»ol icy- makers. Tho provisional 
figures of tho utiliznti-sjn of .outlays.' in the first three 
years of ,'th^. Fourth Five leay -.Pl.-aU ' show ..that in four of 
the six backward -States; tiiiod^o:fG-a,-nty;^^''’-utir.i 2 -ntipn' of the 
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•jutleys providad h.?s boan less bhan the overall utilisation 
factor vjhich itself has been, ■.short of the expected target 
of thi’oc-f if ths of the outlays. The same pattern is 
observed Kihon we look into, .the advances and loans given 
by the financing institutions to the various btates. 

Some selected data supporting the above pattern are given 
in Table 3 . • 

TABLE 3 

PERFCEMiiJCE OF FIN..NCIAL INSTITUTIONS 


P ercentage to tot a 1 


States 

’Loans drawn ’ 
’frum A.R.C. ' 

, ’ upto June ' 70 ' 
} ■ ? 

Assistance dis- ’ jissistance 
bursed by the 'sanctioned 
IDBI from July 'by IFG upto 

1 964 to June ' 70 ! June 1 970'. 

Bihar 

1 .3 


2.7 

5.2 

Kcr.ala 

Q.9 


1.8 

3.4 , 

Madhya Pradesh 

1 .4 


2.5 

2.6 

Orissa 

0.4 


0.5 

■ 2.5 

R.a jasthan 

1.4 


3.2 

4.5 

Uttar Pra,;;:,osh 

6.5 


4.3 

7.3 

andhra Pr.ajesh 

24.0 


6.3 

7.1 

Gu jarat 

5.7 


1 2.6 

6,6 

Maharashtra 

9.1 


34.9 

20.0 

Punj ab 

22.1 


0.5 

2.0 


Source: Institutional Finance - u Documentation. 

Planning Department, Uttar Pradesh, Nov., 1971- 

It will, be soon from the above table that of the 
total loans dr^’wn from the .igricultur.al Refinance Corpora- 
tion upto June 1970, the share of the six b^c'kw--rd States 
(per capita income less .than the n-^tional average) was 
only 11.9^0 compared, to Punjab alone claiming 22.1% of the 
tot-al loans given, : by dbho.' ARC'. ' The share of andhra Pradesh 


in the total loans was reported to be 24% of the total. 
Simil-'rly, of the total assistance disbursed by the IliBI 
from July 1964 -June 1 970 , 'the six bachv^ard b tabes 
clpimed a bar,. 13 .3% while the share of Maharashtra whs 
as high as 34«9%. share in this assistance \vas 

12,6% of the total disbursed assistance. The performance 
of the Industrial Finance Corporation in the backward 
'’rc'^s /'lirrhtly bettor than the r-3coi"ds of the uF^C 

or IDBI in v-^hich case, the same six St'-tos were provided 
assistancs to the tune of 25.5% of the total as against 
M'^hnrashtra claiming one-fifth of the .assistance provided 
by IFC. Thesa figures ap:a in lead us to the same circular 
kind of reasoning v.hothor the low absorptive capacity of 
the backward States is the cause of low levels of invest- 
ments or .the result thereof. But the face remains tiirt 
neither th^: backward States t,jok ad.vantage uf the conces- 
sional finance placed at their dispusal n._-r wor>,; they 
able to spend whatever was ..'r^videj ier in the Pl-'-ns. 

T.hv, result of y^t another central measure of 
locating I'rge investment prog sets in the bi-jckiA/rr,. States 
which was started in the earlier ijlan periods, has nut 
paid off in any significant way in improving their 
economies. Whil^:; ■•'pjeroximately 77% of such investments 
have gone- to the . relatively backvr'-rd States ^luring the 
first three Plans' there is little evidence tiist this 
investment has' led to /any noticeable regional development 
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of tho bFCtcx'vj'^ird «reas where these projects were located. 
In fact the spread effects of the steel industry in the 


backward areas of Bih-r 
been marginal; indeed, 
could have taken place 
a counter-policy of ste 


, Madhya Pradesh and Orissa hare 
whatever ancillary develoijment 
in those areas was nullified by 
el price equalisation throughout 


the country. 

In correcting intra-State imbalances the Centre • 
has played at best an advisory role. The Planning 
Commission have boon stressing upon the States to prepare 
intograted plans for the bactavard areas so that their' 
problems, potontials and priorities could be identified . 
and investments in the: right kind of projects could be 
mrde in -those areas. The contention of the Planning 
Commission has been that once the projects, and programmes 
for the backward areas are systematically determined, 
liberalized 'credit from the finroncing institutions would 
be able to meet a substantial portion of tne financial 
roquircrnonts from the backward areas. , The States, 
however, have not taken enthusiastically the vjork of 
preparing plans for backward areas. 

The efforts of the States in redressing the 
imb-^lancos within thoir ox'^n jurisdictions have been 
grossly inadequate to confront tliis complex problem, .i 
review of the States’ Five Tear Plans will shoxv that the 
St^-tes have not given Distr ict-X'jise rallocation of their 




outlays wit 

h the 

z-esulo uhat it is not 

Cl 0 s s ibl o t knovv , 

■ R 

in ex- ante 

sense , 

, whether the bacto'V.-'rd 

districts are 

'X 


getting on 

a per 

capita basis xny large 

r share oi 


investments 

than 

the relatively raoro do 

veloped distriors . 



In the 

case of 

une 

or 

tvjo 

States wl:.ex’e 

such estin 

letes 

pro pv 

' liable 

it 

ould 

1 ep 

pear that tho 

per cap it?: 

n'i'/G&t' 

ments 

in tho b 


pr.d' 

,diS'^ 

tricts are no 

raoiCe than 

the ir 


normal 

shar? 

i . In ■ 

.ini', hr .a Pro ,:cs 

h, XV ho re =•■ regional appro foch 

to deve 

1 opSK 

2nt hoE 

r’ been adopto'd 

on.Ly 1 0/3 of 

tno ootal otate 

outlays 

has 

been i 

jar-m?-rkod to b 

0 distribute. 

i in tho proper- 


tion of 5 :3 : 2 'betivoGn the throe regions in pccordance ’v'/ith 
their levels of development. Remaining 90 % has b-oen 
distributed according to pupalrtion. bj.inilci’ly in Uttar 
Prf^iesh xvhero five clear-cut reg;ions h'-vo been identified 


the share ox the backw-'rd regions does not cemprro any more 
favourably xvith the more pi'^osperous regions excepting in 
case of special pri^blcm rog’ions of the hill districts. 


Tho real shorucoming of the present efforts, vdiose 
record, as we have seen is anything but notic-jable, is that 
thci Solution to this rather complex issue Wras conceived 
almost vaholly in financial terras. uS has been amply 
demonstrated in the preceding section, the core of the 
various measures employed in the country since the 'beginning 
of the First Plan ■■■nci int.,.^nsif led during the Fourth Five 


f, ■ , 





lear Plan has beun the provision of extra assistance tu 
the rolativel}/ bach\A?ard States, concessional finance 
from the financing institutions and the loc at ion of heavy 
investment projects in the backward areas, r’ects have 
clearly showeci th-'t these measures have hardly been able 
to correct imbalances between regions. The hyp^othesis 
of what is proposed below is ;that the financial approach 
to dealing with the problems of disparities is, at best, 
partial if not shortsighted and, by itself, incapable of 
closing the gap batwieen the growing regions and lagging 
regions. The ideas put forward below ere, I repeat, in 
the nature of hypotheses but are submitted for the consider- 
ation and fantasy of the Seminar, 

¥e need a planning apporoach for tackling the problem 
of regional disparities. 

The central idea: of the planning approach is that 
there must be a Glear Gnunciation in the first instance, 
of what is being "aimed", at in thw oft-repeated objective 
of correction of regional imbalances , In other words, 
unless it is clearly stated while translating the objective 
in operational terms, that by such a year, the per capita 
gap betT,'';e:.-n regions will be closed down or narrowjed within 
a "tolerance limit", whatever. order of financial measures 
that might taka they ,w;ill remain unrel-^ted and irrelevant 
to the objective setforth in the plans.- To substantiate 
this point, atleast three' alternative aims in regard to ^ 
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the r'jduction of regiwrial- disparities cuulci be ijursued. 
ThtSL. can bo: ' 

(p) p:-.r capita income gap botvjeen districos/regiurf's 


may 

be re- 

ara 


■^od 

within a 

plus 

or niinus 

fa 

ctor 

■■,0 

f 10>0 or 

any 

other 


:.::r .. 
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f ae 

tor ■ 

'in 
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cations. For instance, if (a) is: an agreed policy d'.iCision 
then it is' obvious that the per capit^' income ox these regions 
will have to grow much faster than of the rolativoly advanced 
regions. It leould mean a heavier do.ze . of investment compared 
to what may be rouuired under altera ■-tivo (b) or (c). . 
Alternative (c) undor which the per C-Bpita xnoomo gap may 
bo ailow’ed to incro'^se is fully justifiable if the objective 
is to- maximize the gr’owth r'nte without any concern for its 
distributive aspects. The purpose of this oX;-mplo is not 
to recornmon.'; any one of the aims but to stress the point 
that it is absolutely o ssentiral ' that the broad target or 
aim to be accomplished "is stated clearly and in a forthright 
manner in the plans. 

The planning approach means that the backward or 
lagging regions should bo idont'ifie.d- and undoretood not 
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in any static sense but in terras of their capabilities 
and potentialities of development. The underlying feature 
here is that the backivardness ef a region is essentially 
a function of whet the region is capable ,of producing in 
a reesonabls time span, of 15,-20 years and .: not merely what 
its relative, position in per .capita ’incoras terms may be 
as of any- -point of time. The me.in advantage of assessing 
the baclwardness in terms of potentialities snd not merely 


in terms of existing levels of development is that separate 
stratc-A'ios for (a) backward areas having a promising 
potential base and (b) backwccrc areas which are disadvantaged 
in ra^tt'^rs of resource endowment can be f ormul--^ited. This 
seems very pertinent th-at the backw-ard sre-aS "'re just not 
clubbed into one group' but stratified' in terras of their 
potentialities of development. , ; 

The planning approach iraplies preparation of 
integrated plans of the backward regions." The main thrust 
of tiais sten is kthat before the alloc -"tions of investments 


for various sectors are spatially distributed by the etate 
in the reg:ion-s or districts it is absolutely essential that 
the needs, potentials and priorities of the regions and 
districts arc systematic ally identified so that im’^estments 
could be m-’de in the most appropriate sectors where alone 
they can hope to become efficient. This has far-reaching 
implications for the content of the -State Plans but if the 
problem of ro/SioAnf.yimbnl-andoS' ..has to be ntthckod with 
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any degree ef seriousness then it is imperetive that- | ^ 

sp.-'tial brerk-up.of tha investments isiniade vvith ciue 
reg.-Td to the potentials as well as the backwardness o 
the 

vfe need roQriantatiQn of financial measures to 
a.tt'''ck the problom of regionai disparities * 

The prim.-ry justification for reorienting the 
financial measures steHi'S-” from the inael..;quacy of ( i) the 
criterion of central assistance to meet the r.-quirjmGnts 
of the backward St '’tes/areas and (ii) nhe gsnc^jric character 
of the 1 ibv.-rral isod credit available from the lirr-mcing 
agencies, .-iS far as central assist-ance is concerned, tlio 
main point to b^ c.^nsidered is wheti;u,r it is possible to 
provide central nssistnnco to St- tus in such a w?y th.at 
would ensure the accL^mp'lishra;. nt of n- tiunal ubj^jctives and 
priorities. in other words, if tiio national -.-b joik'tive 
is to correct the r^^gional imbal,-!nc-..s tl'aen can tr-u central 
assistanc., b-.,. linked with the prugramine-s iei' the deVv.loprne 
of the rel-atively backward reg'ions. It must, however, 
be appreciated th' t the correctiun of regional imbalances 
is only one of the several high priority sectors and the 
reorientatiun of central assistance must take -'ceount of 
inter-se priorities of the other princip.al' ,aims,-awS well. 

The second , point that' requires co.nsi'doratioh is 
whether liboralised^cradib cs« become;,- more, liberal and 
' ''perh,nps solectiv.e, Todny^it^,)hasdf'all,bn 'tntu jbhe trap>'of 
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s generic instrument for sttrscting entrepreneurship into 
th:.- backw-’rd cress. .lire ady about 65% of uho total 
aistricts of the country have been declared industrially 
b^ckvjara so as to become eligible for concessional finance. 
Perhaps it vjould be necessary to look into the claims of 
some academicians that there is a threshold point below 
which the Gntreprcneurs ■will, not be attracted .to the 
backvuarc. areas. 

Let a line fr’om ‘the Mid-term dppraisal : of the 
Fourth .Five Year Plan conclude the stray thoughts put in 
this paper. : 


■’The Fourth Five Year Plan recognizes the problem 
of inter-regionpl and inter-State imbalances as highly 
complex and as one that reonires, ; in addition to specific 
measures, multi-level coordinated efforts at Central, 
St-te ■'^ud Di’str let #lievels’* . 

It is this multi-level planning approach which 
mimht bring about a more lasting solution to the problem 
of regional disparities. 


0 




Discussion Paper 


SiilMIim ON 

’’NDGIONAL IMB.iLAN 

(Nith special 

March 3 & 4, 1972 


ICES - 


THE PROBLEMS iiND POLICIES” 
reference to Industry) 


'REGIONijL IMB^lLiillCES; iiN appreciation OF ITS SIGNIFICANCES” 

/.I By . 

C.3, Chandrasekhara 



Conference Hall 

INDIAN INSTIUJTE OF PUBLIC AmiNISTRATION 
INDRAi^RASTHA ESTATE 
NEW DELHI, 


Regional Imbalances! 


An Appreciation of its significances 


By 

C.S. Chandrasekhara 

Additional Chief Planner 

Town and Country- Planning Organisation, 

New Delhi., 

Me anin g o f Imh a.l an c e s ; 

A correct appreciation of what ’Ragional Imbalances* 
imply is an important primary step before one examines the; 
nature, the effect and the creation of such imbalances. 
Imbalance implies a difference in conditions leading to the 
disturbances in an existing situation. Imbalance can be 
both natural as well as man-made. Differences in natural 
endowments of- one area compared ^d.th jyaother may lead to 
a nature-created imbalance; such differences may be accent- 
uated by man by creating differential investments in 
development programmes ■ in the normal process for planning 
for such development. Regional imbalances can be inter- 
regional as -well as Intra-regional ; inter-regional balances 
-are easily ' recognised in terms of degree of development i.e. 3 
backward areas and developed areas; the backwardness may 
be total or sectoral; Imbalances within a region can be in 
terms of unequal growth rates in the major ■ sectors of the 
economy, causing hardships to selected groups of people or 
activities. 

Regional imbalances ate manifest in terms of Inequality 
in income, of living conditiqhS^^portunitles for employment 
and exploitation , of resource's. ' rate' causes of such differences 
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^ , Tl-ipr unequal natural endowments, . 

nay le, as mentioned earlier, unoq a 

autsequently worsened ty lac. ol Investment and deyelopm ntsa 

ellort. me e«e=t ot sue. Imnalenees Is -It in terms oi 
- r. cni-inl pnfl ■nhysical cYvaJige. 

economic, souidJ. oai-'- o ^ 

‘ ■ -rcit-e of PTOwtli and lack of 

Low income means slow rat - 

' '.i.- .-nfl -t-hoae lead to the migration 

employment opportunities a. 

QDpf’ially f’he younger 

of the working age population, sno.iii y 

' « n n-,d-iTi<^ to the depletion 

sections' to more proirdsing areas, Ik^to-nn, t. 

• -n nf its h--. sic asset of a good working force, 
of the region of its d.^ox'- .i , 

Lower living st^ordards, wttlch may mean Inadequa e 
aduoatlonal and health facilities, non-avallahlUty of a 
proper entertainment and cultural base, .and hardships causa 

by poor suppli.js of consumers goods may once again Cci 

1 • •Pr'im nne area to another. This 
^ familios a whole to ssif 

• a ^ n m T' tlCTo T*! tO th ’3 ttll gd Ct tl On Of 

is particularly evidence m '-gc 

-yn-pQ An imnortant difference 

families from rural to uroan .reas. i® im, 

between this and the economic differential is that while in 
the case of economic differential the area loses its woklng 

- f. 1 llvln^^ stand'Purds 

agepopulatlon, In the case of lower living 

f"amilles and gene-ations migrate out of one area carrying 
With them the cultivral heritage -and the area Is impoverished 

' -ninqtrstion is provided by Konkan 

in that proc/ess. A good illus 

area of Maharashtra, whose working force has migrated 

e nn A .mon^y-order economy as it 
to Bo'mhay .and Konkan li^~*s - . 
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W0re5 in case of Rayalseema, farmers have, -moved away 
. from the water-scarcity districts of Rayalaseema to irrigated 

i . ' ■ 

jf areas under the Timgabhadra and have prospered there on 

account of better living conditions.. With this the cultural 
milieu has also shifted. 

Differences arising from lack of exploitation 
of resources have tended to make cireas uhrespohsive to 
technology and Improved methods of living. For instance, the 
Basta.r area although very rich in resources, on account of 
lack of exploited resources, has remained backward with the 
tribal^ population living under primitive agricultural 
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conditions, and the. effort made to bring them' to adopt 
settled agriculture and modern agricultural practices 
has not always produced satisfactory results, because of 
the serious gaps between the cultural milieu of a developed 
society a.nd an underdeveloped socieity. The same area 
however, when iron ore exploitation wa.s started, is 
adopting itself very quickly to the improved living 
conditions which the new people coming from outside have 
adopted and transformation is more rapid although not 



always healthy or in the right directions. 

The differentials in Income, employment 
opportunities, living conditions, ahd exploit.atioii of 
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resources, are all inter-related and one springs from 
the other and Is also influenced hy it, Tt is difficult' , 
to isola.te them as cause and effect get involved in 
a continuous cycle, 'accentuating the differences or 
imbalances, more and more. 

Effect of Imbalances 

The effect of the imbalances whether naturally 
existing or iian-made is to create social and economic 
pressures which will have an impact on the political 
structure. Besides the sizeable movement of population which 
such imbalances create, they lead to large scale dis- 
satisfo.ction with the develonment programmes and the 
resultant build-up of political pressure leads to horavy 
investments on development, vrithout adequate knowledge .;#j. 

or aprh’eciati on of the, impact which such investments 
may have. For instance, in a b'-nkward dlstrj.ct or an 
area, because of the backwardness Investment is 
proposed on a number of sactor,al developments such as 
agriculture, industry and roads and communications 5 often 
it is not ascertained whether the investment so. proposed 
can assure the necessary responses from the natural 
and human resources of the .area and by. doing so can 


be considered to have lasting bvenefits. 

A good example of this Is the Rayalseema 
area where a very hard working agricultural population 
is eking. out its living by tremendous effort from 
tank irrigation. The same effort if directed towards 
other pursuits may earn for Rayalseema much greater 

per capita income than \irhat it is derived from i1s 
agricultural products. ■'•Jhile the tendency is to 

introduce programmes for agricultural development, 
irrigation wells, etc. for R.a3^alseema, which is 
natural , '.what actually perhaps would be a better 
strategy is to mobilise the human effort of Rayalseema 
towards other more productive areas. This is evident 
d^rom the fact that Rayalseema vrill .p.lways have a dearth 
of water because of its location in a rainshadow and 
it -will be more economical to im'oort food into this 
.area from the neighbouring coastal districts where 
plentj'’ of water resources enable them to grow crops 
at much less effort per capita. Any amount of 
investment in the agricultural sector in Rayalseema 
X'^'lll not help .and may actually lead to a greater 
imbalrnces. 
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^ sorioas off -^ct of: iinbalownco is tho loss to tiu 
gross national p rocluct ana tlioroforo iii,. slownoss in -N 
tlij r,?.t 0 of growth of tho •.conoay cf tlio country as 
a vdiolo. If all tho areas of tlia countiy sli owed .growth 
ratos which they arc potontio.lly ahlo to show, then the 
aggrogtito a CO noni c g rowth for . tho country will r.jfl-ict a, 
hcaltliy .■and pro spore us situ-ation. But -vAioro thorj is 
groat d-al of retardation in thofa^^^^ on account of tho 
rogional disp eh'itios, tho uconony as a whole suffers. 
Onco again those disparities can bo both int .nr- sectoral 
as well as area xd so. Bio last two ciocados ho.vj cloa-ly 


indicated liow industrial c rcajtli has suff ered,, if a.gri- 
culturo doGs not grow side by side and is not .able to 
supply not only ravr uotori.als but also create consuiaor 
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Gorroctlon of Inbnlanp.ng 

iiio corructicD oi‘ ii'abalancos would, havo two 


..ctiwos in view. Via,, to sot ri^it tho difforonti.nls 
that ai'O contributing towards tlio existing inbalancos 
rud to croato now difforcntials so as to maito it 
p oosi bio for backward aroas to catdi up xd.th the more 
dovolopod aroas ■'Atiiin the country, TLio first obijoctivo 
i.o,, to clininato the c^dsting iribolancos requiros to bo 
dealt with at two lev els viz. , intra-rogional a s well 
as the int or- region al -level . At the intra-rogional 
Icvol, it is nocossaiy that c?,ll s octor,al plans arc 
desigiiod witnin an overall franc to on sure inter- 
sectoral balance so that the aconoiny progresses on 


all fronts sii'-iultanoously and in o.n integrated 
fashion. Once this is s ecurod and a certain rate of 
gro\/th is assured, then the question vdll arirn:! as to 


other this rato of grovrth should b 
either to catch up vd'th the national 


e further enhanced, 
avorag.'- .growbli 


rate, or suip.ase it at a f aster p,a.co in order to enable 
the backward area to catdi up \dtii the. r est of uhu 
country within a forosooablo period. Tnis int or- regional 
objective calls for external support to proncto 
dovolopr.iont as a corroctivo raeasuro to S3t right the 
regional inbalance. ; ■ 
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In any attonpt to roduco rGgional intialancosj 
it is inportant to r ocogniso that’ it is'not tho 
intention to rotaixl tlio gro\-.rth of a rapidlj^ grotdng 
uliicii nust continuo to'grow in thd nationnl intorosi 
It is also .not possiblo to havo tho saho growth ra' 
or- tlio "oP-o rate of davolopnont for all cm as; in a 
dynamic oconony cort.ain dif forantials a ro o ssontia' 
to pronoto grwoth it self; ' thus what is.airiod at is 
not a stoPic oquilibilun hut a dynapic o anilibiinp 
■'.d'loro tho :ixtont of cili soquilibriun aids do'volopnont 
forcos ancld'.os notrotnrd it; ■ 

Howovor, it is important that a basic d.atiua is 
established regarding regional economic growth which -I’jill 
apply to all areas and it is this datuin that has to bo 
reached first by ;ill the areas; above this datum vdiatevor 
dif for.mtinls exist or arc porcoivodare owing to 
differ on cos in a natui'al ondo-’.-.rajnt s and not on account of 
nan-niado polici..^s and prog r<-v.ii.ies; for instance in a most 
highly duvolopod country Ihco th<) Unitod States, the growth 
rate of tho oconony in the several states di-“o not ' ' 
comparable to tliose oh the eastern soa-broad; Joither the 
grov/th of Los Angels can bo cor:ip.arod tc tliat of a midwest 
town, like Urban.a or Cincinnati.,^ lot the apparent absonco 
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of nny sonsG of rogional iriDELlanca is on .account of the 
ocliio’/cniant by all tho araas of tlio niiniaum. oi’ datum lavol 
in regard to por Cespita income - living standards - 
Gxoloitation of re sources and opportunities for caapioyment. 
ijlioro difforontials bavo occurred these havo immadiatGly 
sot in motion migratory tondoncios not only for peoplo 
but also for ontropronourship. Thus in discussing the 
correction of mgional inbalances, one has to ha/o in view 
a d-tan level beyond which imbrlances ^ould be considorod 
ns b'-'althy and compotitivo forces leading to maximisation 
of production md benefits to tho nation. 
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Though the overall development potential of 'any 
economy or its region is largely d9tGria^lned by t'he natural 
endownment s^, the pace and intensity of development would, to 
a great extent , depend on the b alanced ut ilisat ion of resources 
through a co-ordin ated development of overhead facilities and 
direct ly product itye act ivities.. Under the capit alist path 
of development, especially in the developing countries, the 
Government is assigned the task of developing the economic 
infrastruetures as a ne cessary pre-requisite for stimulating 
private entrepreneurial activities towards commerci?"' and 
industrial growth. Though, in the initial stages, the British 
Government in India was primarily concerned with its own stra- 
ta |?ic and commercial interests, public Investment in India in 
the British period largely determined the locus and course of 
economic development until recently. The purpose of this 
paper, therefore, is to trace the . direction and regional 
distribution of public investment in the economic overheads 
and outline its broad iirpact, on the various regions focusing 
particular attent ion on, the Punjab which was the receipent 






of a t> alnnced p acteage of public inv? at ment in railways arid 
irrigators apart from roads before Independence. 

Hi ' 

Direction of Public Investment 

A provinc^5-wis3' hre^a^^^^^ public investment iiy , 

G conomic 'overbe ads' is somewhat, difficult .ov7in,g to the fact 
that railways which is the^major component of such investment 
run through a number of provinces. Fevertheless , in the case 
of irrigation, roads gnd pOT-Ter such a breakdown would enable 
us to observe the regional bp^e^akup and the shifts in their 
distribut ion ■ over the period un der study. 

Pattern of Investment ‘in Irrigation • ‘ 

'a provinco-wlse breakloTO of the gross investment in 
irrigation Is given in, Table I. : ,As can be seen from the'Table, 
the gross amount invested- in irrigatidn in the perio'd under ■ , 
study amounted to about Rs. 3.2 million. Of this, nearly one 
third had gone into Punjab. Bombay and linl tor "then have 
claimed about 20' percent. Unlt-ed Provinces and Ma Iras' have’’ 
got about 16 percent an’l 17 percent respectively. The rest 
have gone to Bengal, Bihar, O.P. anl Borar, Burma and so on. 

Taking the entire perial, Punjab and U.P . together have absorbed 
about half of the gross public investment in irrigation 
undertaken in British India.- . - . 

U.P. an-1 'Punjab accounted for nearly a quorter.eaoh 
of the h. 558 million, of gross, public investment in' irrigation 
undertaken during: 1860-^1898. . Low-er Ganges and .Ag'r'a O.-.mals' -were '<1 •' 
the most important productive works In U.P. But Punjab. -w .as the. | 
most fortunate province to' get' .a, mrat ively. larger dosage .of 
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c^-nal iiTi gat Ion: f aclllt ies ere at 9cl iuring the l9th cent ur-y... 

As the. focal points of colonisation, the Lower Soh.ag anl Para 
Panel projects from the Sut lej t he lidh-^ri Canal, the .Lower 
Chenab Canal and its further extensions conferred enormous 
benefits on the c.anal colonies and adjoining areas* . : 

• ; The share of Punjab in irrigation facilities shot up ; 
during 1898-1919 accounting for as much aS 47 percent ' of the 
gross : investment of nearly 670 million. Apart from' t hep . 
completion, of the Lower Chenab extensions, Lower .Jhelum, Upper ^ 
Chenab and LoiArer Bari Deal were the new systems developed. -during 
this, .period.- . In terms of its share -in the tot al outlay, .and the ; 
ar.G.a covered by . Irrigetion facilities' the first two flecad^.s 
may be regarded as the golden .age of irrigation in the Punjab. 
The upsurge of . ir rip. at ion activit.i.es in Punjab continued even 
after the Pirst world ¥ar though a subdued manner. , In. . 
absolute t-erms, the volume of investment in irrigation continued 
to -increase .from period to period though the rel.-tive share, of 
Punjab Was reduced to 30 percent in the post-war period. The 
p.rogramme of canal 'colonies . -was slowly coming to an end. 
after th-e' First 'world Vgr except for the Upper Jhelum Canal 
Colony :( 1916-21) the Lower B.ari. Doab Canal Colony (1914-22) the 
Niliba-n Colony ( 1922-30) and the.. have 11 Prdj -act Colony which - 
was completed around 1939. Besides, the Sutlej Falley Project 
started in 1921-22 involve-d some investment. On the other 
hand, Chonab Inmiitlon Canal completed during the same p-eriod 
did not necessitate much . investment-. ■ , ■ 

Though U.P, was even with Punjab as f-ar as irrigation 
invGStmont during the 19th , cent ury, it- received a serious set 


back both in absolute an! rol^tive ternis in the f ollOTArinF 

period* The Eastern Jamna- an i Ganges Canals were the two 

proffiin ant works undertaken durini? this period. However, its 

share improved in the following period though the groun-d. lost 

’ ■ : . ■ ' ^ ' ■ 
could not be fully recovered, '■ ,'^mohgst other faoilities, the 

Sar da Canal claimed a substanitic.i part, of the investment 

incurred in U.P'. in this period. 

It is interesting to note that the share of Madras 
which amounted to nearly one-fifth of the gross investment in 
irrigation in the 19th, •century pro.gressively declined though 
in absolute terms,, it recorded larger amounts in the succosive 
periods. The Godavari De It system which w^s develope d earlier 
under the inita'tivG of Sir Arthur Cott on igcas f urther expanded 
over the 19th century. Besides, the Periyar system and 
Rushikulya project wire also undert aken as p art of protective 
schemes during this period. vTork on Godavari system continued 
in the subseciuent p.ariod as well. In addition, Krishna irrlPati 
system was initiated in tho pre-war period. Mettur d:-^m atil^'he 
Papanasam lAfcrks were two major multipurpose schemes in Madras 
i-jhich were begun during the Inst period, under consideration. ' 
Bombay and Sind, which did net figure in prominently 


in tha-lPth Century, assuimed Increasing inportance in the 
subsequent porlois. This was part icul^-.rly so after the First 
World w^r. The projects that were undertaken in. Bombay and 
in the Can.tr al Pr evinces wore smaller, in. magnitude and largely 
’protective’ in character. The, If Ira Canal of Borabpy was one 
such shemo undertaken in the 19th Century. The most outstan- 
ding productive w^rk involving considerable, investment was 
the construction of the Lloyds Bapr age (otherwise, Knevm as 


*- 5 - 


... 

/ 

✓ ■ 


thy Sukkur Barrage)a.xcng. vi-th' its can-gls in th.-3 3 in -d which 
wp,s und-artaken from 1921-22... This was rasp on sib 1-3 for masking 
tho deserts of Sind smile and barren lands bloom,. - ' 

Re g ional Distributio n- of Ropds 


As in the case of Irri gat ion , public investment in 
ro.ads and highways can also be broken dovm prcvln.ce-wise. 

Such a distribution h-s, however , some limit ations. First lyj 


a province-wise distribution of the investment in ron'ls and’ 
buildings is not available- for all the years in the . period. 

But, the. P.V.D. ^ ■Re organisation Committee Report of .1918 has 
given .the province-wise breakdown for- civil works f.ar 1911-14. 
■^g-e hpVe appll'od here the average of the ratios for these three 
years, to the e nt Ir e- p eri od upt o 1919-20 since when provincial 
breakdown is available f.or ev-ery year. Secondly, the saUB. , , 

pra port ion is applics-d in the case "of military works where there 
is every reason to assume '.that such works vrere more familia.r 
in t he North ■''Western and North F^stern regions whose military . 
importance was relatively greater. Thirdly , t he prop ort ion 
between road.s and buildjnrs is assumed to be constant f.nr 


military works throughout the period under study. Further, the 
territorial jurisdiction of 'the various' provinces have .changed 
f r om_ t ime t o t i me a n'i c on se.que nt ly s uit ab 1 e , a d j u st rie nt s ar e 


necessary, to bring the data on a comparable basis. For 
instance, Sind was, carved out of old Bombay Presidency in 
1934-35. -Orlssa was created out of parts of M-adras Preside.ncy 
and Bihar, Central Province's and Bprar was a lator arrival. 

North H^st: Fr'ontier Provinces .wa's- 'a 'post-wbr croation. Burma 
was separated from India since 1937-38. Boarin.g all these 



limitations in mind an attempt is made, in the following t able 
to distribute the gross public investment in roads between the 
various provinces. ' ' ■ . ' ' 

- As pan be seen from Table II, there has been no 
undue skewness in the distribution of gross public investmeaf 
in roads ever the period under study. Feverthe-lessj 'Some 
degree of concentr-rt ion is' evident In the three Presi iencies 
which together have claimed more than 40 per cent of such 
investment. 'This pattern has been part icularly pr ;':ni nent 
before the First "f-Torld ’"•.’ar. The performance of Punjab and 
Burma have been pretty good. It must be borne in mind that the 
domin.ance of the P'r aside ncie s was at the expQ-'.nse of certain 
b aokward province 3 like TJ.P. ., Bihar , Orissa and Berar. In 
Bombay, which has b-d the largest share among all the provinces, 
roFids pl,By8d an important role in the opening up of the 
. hif^iterland around Bombay facilitating t ho tr.ansport of raw 
cotton from the interior to the' city of 'Bombay and'the ^ 

distribution of manufacturod gnods importod through the port or 
■produced in the city. In Bombay rcodiS seem to have, on the 
whole, been su 'pp lament in g the railways. On the other bond, the* 
..development of roads in Biirmfa appears t o h'^vo b-oen governed 
more by military an! administr nt ivo objerfcives than by commercial 
co.nsidor ations. 

It Is, interesting to note that no other province 
.could keep its chare cottsist'^ntly .large 'as Bombay. Bowever, th-e 
Increased ,shore'^^^%fenibay cculd keep -in: the post-'wor period 
was mainly .due to the Bombay DQvalqjti^nt Bchame launchiSd by the 
, Province., with the aid of 'the G-overnmertt of India. This scheme 
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accounted for about one-third of the gross i’^ivestme nt in roads 
in this Prcvince during the post-war period. In the case* of 
Punjab, the new settlement in the Canal colonies and the 
incre ase in productivity in the irrigated areas necessit ated o 
the development of roads to facilitate the transport of surplus' 
produce to the railway centres and to the other p-rts of the 
countryo: ■ 

Develop m ant of P ox^rer . . ■ ■ : 

The gener at ion -of electricity through hydro-electric 

prcjects was non-existent before the First world flar. ' Fven in.: 

the inter-war period, only Madras and Pun;] ah were showing some 

interest in the generation of hydro-power, N.W.w.p, entered 

the field in a small way only during the last decade of the 

period under study. Out of the gross investment cf about 

h.SOO million near ly, hall* xvras claimed by the Mandi Electricity 

Px'oject which, tc, a large extent , compensated for the deficiency 

in coal in Punjab. In Mauras, hydro projects absorbed nearly 

96 .million i'f the gross investment in power, .The generating 

stations jn Mettur and Pykara ^-rere the'two main, projects ■ 

undert.oken hy tho P.r.ovince in this period. Hardly two million 

rupees were invested in MalakanJ Hyarn project in N.w.p.p. 

Pro ' •■lace-wise Distribution of Investment in 

irri g at i on - P over a nd rbad s . , . . ■ 

Tho overall distribution of the consolidated gross 
investHBnt in irrigation, ro,pds and pdwer over the periods under 
SuUdy is given In the following table. (Table III). Dsspite 
the dj.sbribut ions, of data referred to 'earlier, some -it ere st in g 
concltisidn emerg.e from the, patterh. of Invest.Trent from' T able III, 


Firstly, ef all provinces Punjab has sccr.unted for the largest 
share (more than 92 percent.) of the gross investment in irrigat 
ion, roa-'',s and p cn,i?er put t ogether. Its share has been y-orticu- 
larly high during 1898- 19 19. This record is quite impressive 
in vievj of the fact that it vas neither a presidency nor an 
in 'lustrialisad .province. Secondly, there is no uniformity in 
the riclative shares of the three presidencies. The share of 
Madras has been relcctively stable over the periods though it 
had lost some ground during the first 2 deca^’-es of the present 
century. But Bombay and Sind together have claimed a progress! 
vely increasing share of the investment both in absolute and 
relative terms. On the other hand, Bengal has suffered a 
progressive Iodine in its relative share over the periods. 

' Its performance h^s been particularly lov after the First 
For Id Though an industrialised province it iid not rely 

as much as Bombay on rr^^ds as a subsidiary mode of transpor- 
tation. Instead, its reliance has been more on railways and 
waterways. Besides, as a province getting ?. high .rainfall and 
fed with perennial rivers' an>l streams there was har.‘il.y any 
investment in irrigation. Per industries dependri ' more on 
private generation of thermal power than on hydro power genera 
in the public sector. It is also interesting t note that in 
U.P. , one of the biggest provinces in British India, the shcsre 
■ of- investment has not been particularly Impressive. Though 
■'■Fostern U.P. ' received some -attention es rer-ards the 'creation 
of- a network of irrigat ion' facilities , It s general hpckward- 
nsss and .re loti ve slowness .in industrial deve lop nent did not 
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attract much iaArestment in roads as a rrears of transporca'bion 
apart from the railways, Bihar, Oi-issa Gentrail Provinces and 
Berar and il.W.F.P. attracted some investraent especially in. roaas 
and protect ire irrigation. But all of them put together did iiot 
oiiiount to anything more than what had gone into a single province 
liis Ponoab, 

It should, however, he remembered that railways, ?/hich 
were the most important form of public investment, are' excluded 
from the above analysis. Since the investD.en.t figures for the rail- 
?;ays are available only on tte basis of the different systems of 
railways ops I'ating, a province -wise breakdown is not pObSiba-e. 
STeverthe le ss, it would interesting to study the broad d is t.i.i— 

butior of investment as betv/een the different systems and tne snifto 

. . . , ■ ' 'One ■ 

in their relative shares. HoV'fever, in doing this thei-i is/iiajor 
difficulty. As outlined in cn earlier chapter there were a 
rraltiplicity of agencies involved in the investment in railwaj^'S. 
under various arrangements from, time to time such as bhe Oid 
Guaranteed Companies, New C-us.ranteed Companies, 'Protective Ixnas, 
Br.anch Connanies and sc on though evcntusilly almosu all of ohem 
v/ere taken over by the Govornrient of India. Besides, there wei-^ 
soEE maior and minor lines built up by the IJative States whose 
t'Otal capital at charge amounted to about x'ls. 1 0,27b million 
in 1946-47. Such investrJents by the Uativfj States are excluded 
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Table IV 

Gross Public ^Investment in Eailways 



1 860 -T 
Amount 

Rs. Million 

1919 

1919 « 

Amount 

Rs. Million 

1947 

i 

I860 

Amount 

te.I'iillion 

1947 

r 

nengal Ass am* 

416.3 

10.6 

6 ’ 16.7 

10.0 

1033.0 

10.3 

East Indian 

725.6 

19.4 

1332.2 

21 .6 

2057.8 

20 . 6 

Bengal and Bor tri-¥e stern 
Bengal Nagpur 

B ;b & C * 

129,8 

309.3 

355.2 

3.6 
. 8.2 

9.3 

1 60 .4 

585.9 

542.7 

2.6 

9.5 

8.8 

290.2 

895.2 
897.9 

2.9 

9 .0 

9 .0 

GAI-P. 

North Ire stern 

534 . 6 

740.9 

282.6 

13.4 

19.1 

7.6 

838.8 

1079.3 

400.9 

• 13.6 
17.5 

6.5 

1373.4 

1820.2 

683 . 5 

15.8 

18.2 

6.8 

£■'.1 

164.2 

4.4 

326.9 

5.3 

491.1 

4.9 

Burma 

160.4 

4.4 

283.7 

4.6 

441.1 

4.5 

C-raiid Total 

3SI 8 * 9 

100.0 

6167.5 

10c . 0 

9986.4 

100.0 


* Assam-Beriga.! and East Bengal ' Railways ; 

were merged together dnri ng- the Second .World ¥ar« 

East Indian Includes ■ ■ Oudh Rohilkund.' Hail^^ 



investment in class II and class II railways j vdiich amounted, to 
Bs. 260 million on the eve of independence, is a.ls o merged with 
the major systems. 


It will be, seen from Table 




that the gross public 


investments in railways amounted to a little less than 10 billion 
rupees over the period 1860-1947. Of this, the three principal 
systerre, nacBly the East Indian, iiie North Western and the, G. I.P. 
Railways together absorbed about Bs,525» 4 million or about 52.6 jxjr 
cent of the gross outlay. In order -of magnitude, the East . 

Indian Hailway ( inculding Oudh-EohillJh.and System which was 
amalgamated with it since 1925-26) claimed the lax’gest share 
amounting to Es.2057.8 million or 20.6 per cent of the total. . 

The North Y/estem., and the G.I.P. Systems shared aoout Rs.lfcPO.^i - 
million and E3.1573.4 million or about' 18.2 and 13.8 per cent 
respectively. The and the Sout!! Inciian Railways, the 

two principal systems in Southern India together accounted j. or 
only Es. 1174.6 million or about 11.7 per cent of tips total. 
Investment in railways was, thus, largely concentrated in the 
hinterland to the posts of Calcutta and Bombay end' in the North 
Y/estem region which was important froja the strategic point of 
view as vfell as on account , of tlio development 01 the canal 


colonies in the Punjab. 


We could also see the .shifts in, the relative 
the different systems between the xwo broad peruOdo 


jjnporijance of 
via., 1960-1919 


12 - 


and 1 91 9-1 947 . Anongst the 5 principal systens the relative shri’e 

%»»■ 

of I’emined more or les.s the- sariB in the two pericds', 'Ihe 

East Indian Railway which ran across the coal mining and iiadustrial 
areas of Bihar ;and Bengal was the largest single absorbant whose 
share Increased from 19-4 per cent during 1960-1 91 9 to 21 .6 per 
cent during 1919-1947. On the other hand j the ilorth Western 
which Ygais a close second upto the end of the Rirst World War 
lost sore ground in the subs eciuent p€:rioi. The Afghan Wars and 
the fear of the Russian invasion apart fron the needs of coloni- 
sation of the Punjab explain the importance of this system. Bengal 
Assam (a merger of the Asscim Bengal and East Bengal sjrstGEB ) were 
the other important oystoms, though botli of them have had minor 
set bad® after the Rirst World War. The share of the Southern 


railways remits more or less unchanged between the two periais. 

The ascendency of East Indian and Bengal ITagpux' SysteriB on the 

one hand and the x’elative decline in the shares of Koroth Western 

on the other indicates a relative shil't in emphasis 'from militax-y 

1 

to coiooercial lines. It is true that none of the railways could 






be regarded as purely military lines, though in the early stages 



strategic c cnsideratiqns v/ere considerably moie important than 


As a bac ground ./e should romember that those basically milita: 
lines shared as Euch as 66.6 pei- cent of the stock of rdlitary 
capital (public) in India in 1997.98. . ■ 
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ceii'buryj the Ylfghan harSj the Buraese ’fax's aiid above all the fear 
of B.us s ian iirvas ioK-j referred, tc earlier, necessitated large scale 
investrnent on strategic lirxes. Euir even though the if ghan War 
continued even- during the iininediate post-war 3 rears 5 the require- 
ments of such security lines diminished to a considerable eztent. 
.Similarly, the comparative peace in the eastern frontier and in 
Burma resulted in a decline of investment in the lines ^'tiich were 
primarily of military importance in that area. Further, the 
increasing importance of Beng.al-Nagpur system was accompanied by 
the; exploitation of mineral rescarces, particularly coal, in the 
Ge.ntral P.rovinces and Berar and other ad,loining areas. 


Regional Distribution of Public Investment 
j.n I'he Economic Oyei'he.ads ; ■ 


In order to analyse the regio,nal distribution of the 
eeoncnic infra-structure facilitiGS, the various provinces and the 
different systei:® of railwa,ys may roughly be classified under four 
regions vis., Iforth Western, North Eastern, Oe,Gtrnl and So'uthern. 

Burma can be kept apart in view of its separation from British India 
after 1936-37 ;> Ihe provinces of Punjab, N.W.P.P.^ Sind and Baluchistan 


Sind w.as constituted as a separate province only from 1934-33. Bill 
then the provincial budget for Bombay lincliided that of Sind, But 
since the bulk of the investment in irrigation, since the Twenties 
w'as concentrated in Sind, such, tagging would distort the picture 
of regional distribution. To -avoid this, the amount of investrBnt 
attributable to Sind is se.paratcd for the v^hole rjeriod on the 
basis of. inv':;stirBnts involved'in- tho different projects in Sind 
and this is added to the North, We stern region to which the 
province belongs. 
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Kay be regarded as comprising the IJortherri region. U-P., Bengal, iihar 
and Assara constitute the florth Eastern region. The Central region''*^- 

■ ' 'i' 

include the Central Provinces ^.vad Berar and Bombay. The old I/iaclras \ 
Province constitutes the S out hers region. Bimilarl 3 r, the Ilorth 
Western ra±lv/ay foill under the lJor"bh’..rn region, which the East Indian, 
Bengal A3s,arx and Bengal ITorth Western systers are included in the 
North Eastern Peg;ion. The l.I.P., B.B. & c.I. and 'Bengal Nagpur 
arc alloted tc t'ne Central region, 'which the IvES.M, and South Indian 
Eailways could be rega:rcl.3d part of the Southern regicaa. 

Table i^^hows that the gross public inve stirent in economic 
overheads (such as irrigation and. pov/er and roads and railways) 
amounted to about Hs.17187 .rallion. during 1960-1947. Cf this,- more 
than 'Rs.9482 million or more than 55 per cent was concentrated in 
North Western and North Eastern India. 

The North E.^stern region absorbed the largest pr'oportion 
amounting to Es.5207 million or 30.3 per cent of the rjross public 
' investment in economic' overheads during the entire i-^eriod under 
studjr. This G once nt rat ion V/ as- mainly due to investiTEnt in railways 
which accounted for .about 65 per cent of the total. ' The East India 
Railway V'fas the largest single claimEint. 

The North Western region accounted for about 25 per cent of 
the gross public irivestrent in economic overheads. Of this, ne.arly 


t 


Table V 





ana Sind claimad eici'G than a third. It should also be remeiribered that 
the share of the North Western region in the g?-'' os s public inTestinent 
in iri-igat ion in India was as high as about 45 per cent, the canal 
in the Punjab and the Lloyd Barrage' in the slnd being re sponsible 
for such a large share. 

The Central region ranked second as far as its share in the 
public investinent in the economic, infra-structure facilities 
Was concemed accounting' for nearly 26 per cent of the gross total. 

The predominant itro'porfcion of this (i.e. more than 90 per cent ) 

Was claimed by the tieans of transportation, railways, being the 
dominant const itutents. The share of roads and railways as a. pro- 
portion of the gross investment in economic overheads was higher than 
in any other region. The openiaig up of the coal rniniivg areas and 
cotton producing tracts of the C.P. and Berar arid Borabay explains 
vdiy there v^s so much of concentration of inv'estment in transport and 
comr-iinication. Barring a few pirotective works 'there was hardly any 
large scale irrigation schema undertalffin in this region. 

I.S regards the South, its sh.ai'e was hardly more thsm 14.5 
per cent of 'che uotal. To the ejctent that it includes invostioont 
ill Orissa before it was constituted' as a separate prcrrince,- the 
share of the Southern regicai should be considered even lower tlmin 
what is indicated by its ]ieroentage shax'C as given in -the Ta.tle . 

Nhen analysed by periods, it w'ould be evrident tha-!: the 
period 'before 1920 i.s narked by relatively larger concentration of public 
investment ii the ecoriOEiic. overheads, in the Noith Eastern ;'nid Noiiih 


V/estern regloriB which trOgethei^^^^ about' 62 per cent of the shai^e, 

, ^ f*\ 

of the gross outlay. On the other hand j the share of the South was 

; , .. . ■ I 

even less than 12 per cent.^ the Central, region clairaed a little - 
inoxe than 21 per cent . 

Hov^ever^ since 1920 the shai'e ox the northern region was • 
reduced to a little over half of the total while the share of the 
Central region increa-sed to 29 per cent* The shift was also relatively 
favourable to the. South which claiXBd about 16 per cent of tlia gross 
public Investrent in- e con onic overheads in this T^eriod. It mst be 
noted that though 3r:a.ll the conposition of invest xBnt in the South 
was fairly balanced as between transportation and irrigation. Irri- 
gation Was largely restricted in the deltaic regions of Kfishna,^ 
Godavari and Cauveri. Some hydro-power v/as also developed on the 
Cauvery dui'ing the inter-war period. 

It followo that the concentration of iixvest'r.ent in econordc 
oyerheads in North Eastern aad Noi-th Western India was groatei,'' before 
1920 than in the subsequent periad. The shift in the direction of 
invest i:©nts relatively in favour of the Central and Southern regions 
indicates not only the tendency towards a riore even regionc.l distri- 
buticn of investinent but also increasing enphasis laid on the provision 
of econoiiaie overhead for the developrsnt of areas which begicn to reveal 
great potentiality for corn-srcial and industrial activity. 


Impact of Bablic Invest Eent on Indiaa Aaricultirre 
Over the period under study there vfes, in the first place, 
more than a quadrupling of the area irrigated by Goternment ovvned 
, ' irrigation facilities v/hich rose to about 40 million acres in undivided 
India on the eve of Independence v/hich v/a.s hardly about 15 per cent of 
the net area sliovm, A major part of the Government canals was handed 
over to Pakistan after partition. In any case, tho investraent in 
irrigation that took placs during the period v/as not large enough to 
influence significantly’' either the aggregate or the per capita agri- 
eultural output in. the economy. In fact, the rsite of increase in 
agricaltur-al output in India since the last decade of the 19th century, 
appears to have been lower than the rate of grovrth of population and 
' consequently there was a declirie in per capita agricultural output. 

Hevertheless, there v/as, over this pei'icd'a narked tendency 


towards coiaercialisatiori of agriculture. WhereaiS, the index of food 

production has registered a decline from 100 (Base: 1893“94 to 1395-96) 

to about 92 dui’ing 1936~37 to 1945-46, the corresponding index for . 

- • . 2 

non-'fooi O'utput seecE to have increased to 135 over the s,u33 period. 
This tendency tcwards connBrcialisaticn is also reflected in rho grootii 
.of exports which seems to have increased from Es.lOSO milli-on dirring; 

' ■ „ ' ' ' 3 

1392-92 1995-97 to about ks.,3420 million during 1924-25 to 1928-29. 

However Indian exports declined sharply during the Great Uepoxession 
atom which it did not fully recover until the Second world 'iar, Pood 
■'nd raw materials accounted for a substantial 'part ot the oxporu. 

t, Blynn. George, "The Agi'ieultural Crops' of Ind.ia 1893-94 to 1945 - 46 : 
A statist ier.l study of Outpu't and Ircnds" (unpublished M.S,j South 
Asia Regiona-j. Studies De partreht , University of Pemsylanin, 1951) 

3', Durga Irashad "Some Aspects- of Ifflih's- F.bl’MS-'ign Trade'.'., . 
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The developmCTf of tea, coffee and rubber 
plantations is another Indi.cator of - the gro-wing tendency^, 
towards specialisation of agricultural production meant 
for export. Tea which, was by far the .most important of 
all the plantation : industries increased its output from 
about 0.2 million lbs. to about 430 million pounds by 
1937-38, It should be noted that over, 80 per cent of 
the -area under clf-ntations in 1929 was, concentrated in 
Assam and Bengal^ and that their development owad much to 
the introduction of the Assam, Benral and Oast Bengal 
B.ailways (which were later merged as Ben.gal Assam system) 
which facilitated the transport of food end ot.ier require- 
ments to the tea g.ardens nxd the carr.yin.g o.^ the tea to the 
ports like Calcutta and Chittagong from where they were 
exported to the fihropean markets. 



Effects on Industrial Developments 


Coramercielisation of agriculture encouraged, in 
turn, the establishment of .a nuinlier ^ f processing as x^rell 
as manufacturing industries. Thus the growth of the ginning 



mill 


,1 Provinces 


he flour .and oil mills of the Punjab and d.P 


5 
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-K'-a.apuL', Luclmow ■-iii'i, Madras are- all attributable to a great 
extenr-j to the commercialisation of agriculture riid to the 
deyelopiueiit of railways a,nd other means of transport and 
conimuni cation in other regions. 

Anot-her group of. industries which, received stimulus 
from the dovelopmsnt. of tr.ansport and communications were 
rainln.g industries of which coal, gold .and petroleum :n.nd 
m.ang.-:in.ese were the most lmporta.nt. Coal mining w.as, by far 5 
the most important mineral industry ,■ thou.gh till the turn 
of the present cen tuny 5 .gold, extr.acted from the Kolar, Gold 
rdj alone exceeded the total production of co.al in v.alue*' 

Of all the mineral extracting industries it was oils, | 
coal; mining vxhich made the ^graatest and ; the most unintenruptei 
progress cue to the devel6pm,ent of the means of tr.an sport land 
communications, .h.;rli9r, the prohibition costs of transport 
had deprived the coal industry of its Indian markets. But 
■..nc' uore..Lopm^nr. .oi railw.a7S gave an enormous impetus 
to the indu.atry not only -by itself consuming nea.rly one- third 
of the total production of coal ' in India but also by en.abling 
other Indian industries to give up foreign co.:a in f.avour 

ta-tW'h.r'a'' :.:'h at- -'a^ t .t't ■■ , ,,t|y "*•; v t''l ,;ahtMlth'a''a>a.t:-'r:th 

of t^ie indigenous coal, - This was 'true also in the case of 


1 , 


Gadgil, D,E. , * Indus.trial Evolution of India in Raciaat 
: ‘flmeh^t:gapi tvSG:!! a;, a^l-" tat•^lf ;;;;aa:^ 


coal fields in tha Cantral region, where the exploitatian^... 
of the newly discovered coal deposits would not h'" vo been ^ 
possible except for the investment in ra?llways in this region, 
‘'■Jhile tho tr.:insnort facilities provided by the railway, and 
the bulk purchase of coal made by them stimulated the opening: 
up of the co'-'l fields in the I'ctern and Central regions, 
the development of rnilwoys was, in turn, stimulated by 
the increased internal sunplies of cheap coal and by the 
profits from the incr eased traffic on account of the transport 
of coal to' different places. - 

The availability of industrial raw materials and 
novrer (coal .and oil) encouraged +-he growth also of .a few 
•manufacturing Industries of which cotton -nd ,juta vrore the 
most Important. In the c.asa of cotton mills nunber of 
.spindles -,nd looms inc?-eased from l.A million .and 13000 


respectj.vely in 1879-80 to about 9,4 million and 195000 
respectively in 1937-38. Oinilarly, the numbar of spindle a 
.and looms in the .jute mills increased from 0.7 milliru rd 
5000 respectively in lfi79-80 to 1.3 million and 67000 
respectively ■ in 1937-38. The growth of the jute industry 

' ■' f, ■ ■ . 

along the river 'Hoogly could b-3 ,attribut.,d roughly to the 
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walcii 1‘acili tated. the assembly of raw jute from tire rural 
districts of E' st Bengal’. Particularly, the East Bengal 


E " 


^ray s s 


strengthened the competitive power of the jute 


.ndustries in Calcutta against Dundee -by reducing the cosi 
)f transport of its raw materials. In the same w-ay, the 


G.I.P. raid E. B. & C» I. systems gave a powerful impetus to the 
growth of the cotton mills in Bombay and Ahraedabad liy carrying 
raw cotton from the cotton tracts of the Decpan and of tho 
Central In cldn, and by distributing the textile menu. facturers , 
to the interior. At' the same tine, the increasing traffic 
arising from, the developm-ent of cotton textile industry 
argumonted the riceipts and improved the profitability of . 
these railways. 

Ap;:>.rt from cotton and jute, there springs up also a 
few other m'-'.nufacturing industries Tike sugar, cement, paper. 


e t c f. 5 ■ vrh;i. ch m 'id e 


some headway iindor the discrimin.ating pro- 


tection extended to them. Littlo ijrogress w.as, however, 
regi-stered -dur-ing this period in the establishment of capital 
goods industrj.eso . .Except the Tcita Iron and St.iel Corrpany 
(x'/hicli stnrt.ed orodiacing iron from 1911,. and steel from 1913) 
and a few other small -er companies in Bengal and liysdra and so 
engineering xvorkshops scattered over a number of impcrt.3.nt 
industrial centres, there was. hardly .jinir other '.capital goods 
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industry deveiopad in India during this parlodi .rnus, 
while the commercla.lisation of the econoray helped the '/rovj-tJi 
of soma processing and manufacturing industries it did not-'t 
le-id to -i-he third and the most imnor tan t stage of industrial 
development , naraelyf the manufacture of machinery .-.nd other 
capital aquipm.ent. , 

In general, left to privat:o initi"ti'/i3j industrial 
development in the earlier stages is usu":lly concentrated in 
i'iGw nodule points conforming to certain: basic locational 


factor, 


in In,di... , however, th'.: distribution of :,,ha industrial 


development that t^ot pl'ice did not -ilways rrd'lect tne 
locational advantages and disadvantages, this was partly 
the result of the rates policies adouted by the Tndi.-n rail- 
ways and partly due to the uneven reginn-^l distribution of 
the investments in the b:isic cverheads li:k;e railways and 


irrigation. 

The rates structure w.as so fraraed as to .ancuiuage lorq 

lead against short-le.ad traffic (which discouraged, to some 
extontj the growth of industries at either the sources of 
raw materials or near the markets) and traffic from the 
interloi’ to th? ports and from ports to the interior as 
against ■'■raffle within the interior. This weakened the null 


I'T 
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hoQTf'^.l 


SIC • locational factors and resulted in a congloiiiera'* 


tions oi' industries in a fevr centres, like Bombay, Calcutta 
and Aliiiiedebad, In course of time, the competition between 
different railway systems, through their rates adjustments 
did lend Co the emergence of new centres of trade and 
industries in the country such as Delhi, Agra, ICruipur and 
llagpur,. The breaks of journey from .one system to ton other ' 

( parti cul. nr ly .at the junctions) involving a.dditiono.l loading 
and u}alo.ading charges reinforced this tend:ency of dispersing 
industrios, over the different transport pointsC ^he forces 
working in "'he direction of dispersal of , industries were, 
howeva:c 5 not strong enou.gh to counteract the tendtfticies tcwa^ 
ooncenti-atlon. In consequence, the ?lndu stria! development 
promoted durin.g this period was confined to limited areas of 
tiie coimtry. 


Regional Dis n ersal of Public Investments and, its .Iffects:, 

■ The uneven dispersal of development du.ring this 
pcjriod is partly attributable to the uneven distribution of 
investment in- railway and, irrigation as between different 
regions. This, in turn', was nartly bec-mse there was no 
overall planning of public .investment during this period. The 
decision regarding investments in one line or in one region 


were t'-'.’ien more or less independently of decisions rt\-iarcl~ 
ing investn.-;nts in other lines and.' in other regions. Th'^ls 
was pa.rticularly same in the initial sta.ges of roilway 
developEient lohen imDiedis.te. coEimerGlal adv.anta.g'e and 
piiofi ta.'billty were the two do:fflin.aint Gonsldar,a,tion3 governing 
the fld'w cf in^oest-ment into railwaiys. Therefore, the 
cumilativG -oroGess of dovalopment initiaterl by the introduc- 
tion of roilwa.ys in certain arajas tended to perpet'n ate the 
initial irn.b-’l.anc8 in the distribution of investment between 
the "different regions even when these railways wero t.a ken 
over by tee CTOvernment. 

Upto the Tlrst ''■‘■hrld 'tir, the projects 3ar'n.2d by the 
T-st Indian, G.I.P. and B.B.& O.I. systems were relatively 

lar.ger thran that of the other Sj^ste.ms, 'Though there was no 
arrangcmient for lirectlv ploughing the profits back into J 
the respective systems, they received priority ih the .alloca- 
tion .of t.he investront by virtue of theii* profitability. 

In the inter -war period, due to bhe decline in the 
external dor.r...nd for Indian wuit, the net earniirgs -.nd conse- 
quently the profitability of the North hustern system (which 
had received special attention from the beginning) tended to 
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Nagpur systems) en.ioyina relatively greaaber profits received 
gra,at 0 r attention as a result. But this shift in emphasis was 
not such as to nutralise the advantages arising from the 
distribution of the investment in the earlier stages* 

The same was true of investment in irrigation- when 
the large revenues accruing to the state from proriects 
alreadcv completed became responsible for attracting more 
and more investment into' irrigation in thoi regions .concerned* 
The jjosition rem,ained basically the sarae even after 1920 
when irTigatlon became -an entirely provincial ■ subject. 

As seen earlier, the bulk of the piiblin investraent 
in railways -was concentrated in 'the North Eastern' and Nor th 
■•-i’est-orn region while the larger part of the investn-ent in 
irrigation was 'concentrated in the North Vies t (especially 
Punjab), 

"idle doniin'nt share frf the North , 3 o. 3 tern region in 'the 
gross public investm.-yit in economic oxoarhaads ovor'tho period 
i.s almost exclusiv-ely on account of the railvj:iy 3 . Since 
thj 3 ..aroo was also endowed with some of th-.' economically 
■exploit-able m.in-ercl resources -and other industrial raw 
rnaterihls basidas having favourable geo graphic and climatic 
conditions for the dev-alopment of tea gardens, tills area 
reached .a relatively higher degree of industrialisation 
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lurine tlie British period, It must, however, be remember e'i 


that th 


industrialisation of the Eastern region 


.point ' O' stilt of public investment and of foreign capital, 
the former pro'^.-’iding the basic economic overheads facilitias 
in ■ ifhis region and the latter providing the sup pi emi ant ary 
investments required to realise the external economies 
arising from public investment. To the extent that foreign 
caplt''!. P.nd enterprise was dominant in the plantations, jute 
>pind mining 'industries in this region 5 the benefit arising 
■from public investment in railways were partly reaped by 
foreigners. 


In the case of North Western region also, particularlji" 

in the- Punh-ib, whatever development has taken place is largeljf; 

' ' 

.attributable to public investment in irrigation, raxilways -md , 
roads» Till the last quarter of the 19th century, the major 
part of the- Punjab was barren and was' devoid of any noticeable 
economic development. But subsequently, this region has 
received; n relatively longer dose of public investment. lince 
there is no evidence of any large scale involvement of foreign 
papital in Punjab, almost the entire development could be 
tr-h-od to t*he public investment 'md the supplementary private 
invtjstmen'ts from within. 
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The Case of pijml.gh; 

Inclusive of investment in North Western Railways 
Punjab appears, to have absorbed about Es. 2.7 billion or 
^.^Dou,t 14 per cent oi the gross in ’estment outlay in economic 
overhe.ads duringr the period under study. In terms of per 
c-apital share Punjab appears to have cladmed nearly?" as much 
as twice that of the corresponding average' ratio for British 

India. Is seen earlier its share in -investment in irrigation 
v/CiS -.even g-Le.ater. This, nowever, resulted in a more thi-m 
proportionate increase in the area irrigated. 

• lor instance, the canal irrigated area in the Punjab 
incre.as8d from 2.5 million acres in 1890-91 to about 12.5 
million acres in 1937-38 - a five-fold increase over 50 ya,ars.' 
This raised the ratio of can-al irrigated to the total cropped 
area from about 12 per cent to nearly 45 per cent over these 


years, 

Tlie recl-amation of highly productive virgin soil in 

the Canal colonies of the Punjab brought about a tremendous 

increase in the direct and indirect returns from agriculture 

accruing to ^he state as well as to private indl^/idu-ils. 

1 ' 

While the net private return (by way of increased land revenue) 

accruing' lo the state varied from 6 to 10 per cent of the 

1 • Net' return is measured as ' the exc~ess~'of grcTss” receipts I 
over gross expenses '.before .deducting the 'interest pay- 
ments on irrigation-hapltal (i.e. , total capital- at-cha.rg8)| 
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total Capital -at-eh-^rge in the case of productive irrigau--pn 
works in the whole of British India, the corresponding revoFfds 
arising from the productive irrigation works in the Pun j ah 
coiTsi tuned about 10 to 20 per cent of the total capital-at-ciiairge, 
Ikien, after 1920-21, irrigation became a wholly provincial 
subject, it became an important source of revenue constituting 
about 40 per .cent of the current public revenue of the Govern- 
mont of the Punjab^, As a result, the output of both food and 
eominercial crops in Punjab had a better showing then that of 
the all- India average. Agricultural output per head was 
supposed to have increased bv about 36 per cent from 1886-87 
to 1908-09 . This trend continued through the twenties as 
well, the increase being for more pronounced in the case of 
non-food crops. ■•Jhereas bhe gross output of whe.at in British ’'5- 
tndi.a. increased 'by about 50 'per cent over the perj.od uiider 
study, the corresponding increase in the Pin jab wis more than 
66 per cent over the period 1898-1937. As for productivity 
per acre, we find an increase of about 20 per c^ent in the 
Punjab over the period while that of British India remained 


3 . 'rot,al capita-'it-charge, is roughly equivalent to the 
value of the accumulated stock of irrigation assetst. 

2r The 'Board of Economic Inquiry, Punjab, Publication No. 52. 

3. h'ilson, lames in his p-iper "Recent. Economic Development 
.■ , in the Punjab", submitted' before the Roy.al Economic 

' Society- on February '9, 1910. 



more or less stationary throughout the period. In the 
case pr raw cotton,/ the- .gross output in British India 
incren,sed by about 2,5 times over the period while the 
corresponding increase in the Punjab was as much as 7 


times over the initial level., in. the same way the output 
of- raw cotton per acre increased by more th.an .2,5 tim.es 
wh.ilo the corresponding 'increase in the c.ase .. of British 
India is relatively unimpressive (less th.an 30 per cent), 

Ihe relative increase' in the output of raw cotton is indi- 
cative of the growing tendency to^v'ards ' commercialisation of 
agriculture in the Punjab. 

"Commercialisation of agriculture, in turn, stimulated 
the growth of trade between the Punjab and other regions in 
Indi.a. There was .an, impressive increase in the export of 
raw cotton, .grains and pulses and oil seeds from the Punjab 
to -f-lie oth-er regions by rail and, road especially before the 
.First ■■Jorld ''Jar. For instance, the export of raw cotton 
increased from 0.4 million cwts. to, 4.8 million cwts. over 
the period. 1898-38.^ 



Th.,0 grovjtla of trade had a two-fold effoct ortho' 
groxrth of financial iiistitutiors in tho Punjab. On the onT 
hand, it created the need for joint-stock, banks capable 
of .auGtirig the oh.ort-tom finaxici-al jrquiraments, of 

business fiins. On die other h.and, the large profits 

ac curing from trade and agriculture facilitated tiio 

establishment of such banks in the leading eonnercial 

centres in and around the canal colonies of the Punjab. 

Hie to •were hardiy more than 3 registered joint-stock 

banks before 1898. But the number increased to 18 by 

1929. • The paid-up capital of tie so banks doubl ed over the 

decade nBl9-29. Besides, there w ere 4000 money-lenders 

who were assessed for income-tax in the Punjab in 1928- 

29 having a total cpaital of Rs. 130 million and who 

concentrated in the important business centres. However, 

the growth of banking was v ery much impeded by th-e Great 
Depression. 

Big grovrth of Urade u as also having a favourable 
effect Ihtio railways, aio North Western railway reoolved 
great stimulus due to tie Inoroase in goods traffic aceoiapan- 


Ihquiry Goiinlttee, 
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j'iiig "tho grovrfch. of frads, Bio gross rscoip'ts of tho 
railway ineroased from about Rs, 32 million in 1900-01 
to about Rs,87 million in 1913-H^ Though, tie decline in 
the ei^port of #ieat and the dovolopraont of Sind lessened 
the rate df growth of tio volume of traffic in tia later 
twenties and during the Thirties, the gross traffic 
receipts increased to about Rs.160 million in 1937-38. 

The prosperity of agriculture induced by the means 
of transport and irrigation works enhanced the value, of land 
in the Punjab. On the average the p lice per ; acre incr8.ased 
from about hs.iO in 1898-99 to about Rs. 255 in 1938-39; ■ 
the average price of cultivated land inereased from Rs. 83 
per aero to ne arly Rs. 451 p'or aero ov or the same period. ’ 

.Rs. for the growth of indust lies in tie Piinj-ab, the 


development is. not ciuite impressive. Tno number of 
industries as v/ell as the number of p arsons orployed in them 
approximately trebl -ad over the period 1908 -19 33 <. Hmost all 


these industries belonged to the processing category 
in the processing of food and raw material aha facili 


on gag 
tating 



2, Statistical Abstracts of British India (relates only 
to the Commercial lines) , 

3. The Board of Economic Enquiry, Punjab. Publication 
Ro. 62. 
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exports. Tl'ie cotton ginning and pressing ixidustrjrr " 
alone accounted for no re than 50 per cent of the total 
nuLiher of facto ri es a.nd nearly 26 per c ent of tie persons 
employed in then in 1919, Thie corresponding percentages 
for 1937 were nearly -15 and 35 rsspectiVGly. aioiigh the 
dislocation in the e>port trade in tie inter— war p eriod 
and the discriminating protection offered to the cotton 
textile inuUstry encouraged the cstahli slim ent of a few 
spinning and weaving industriesV tliG grovrth ®uld not be 
said to have been spectacular. The other industries which 
registered notable progress wGre the woollen, engineering, 
rice, sugar and oil mills. 


It would be worthwhile sttempting an estinato of 
the probable amount of capital invested in industries 
in the Punjab during the period understudy. But data 
is available only from the first decado of the present 
century. 


TilBLE VI. 


(Es, Millions') 

ISfOS 1913-14 1913 -20 19 31-32 19 37-38 


Paid-up capital of 
the Joint-stock 

Comp ani e s. 1 

N. A. 

19 

33 

40 

46 

Estinatod amount of 
c ap i t al emp ioy od i n 
the organised indus- 
tries. 2 

52 

50 

120 

ISO 

230 


/illoxdng for tiie roughness of tha estimate, it vrould 
appear that, following from arjci accompanying the public 
investment in economic ovehiGads inilia Puh^aby there was a 
net addition of about Rs. 180 million to the stock of 
capital in organisecl industi’ies in 'Bae private sector . 
over the 30 - year period covered in Table VI, This, 
however, is by no moans spectaculai especially if wo 


1, Joint- Suock Companies, in Eritisli Irdia, and in the 
Indian 'St Cites of Mysore, Baroda, Gwclior, Indore & 
TraVancore,. 

2, This estimate is based oniho estimate of capital 

employ Gd -qot unit of labour in specified Indian indus- 
tries s 1338-3) made by Divotia 'and Tiivadi in 'Indus- 
trial Capital in India 1938-39*, Table VII, Col. (6). 
The pros'ont estimate for the Punjab is based on the 
broad assui-iption that this ittio has remained the samo 
tiiouj^iout tiro period under study. For those industries 
not sp 0 ci f i od i n t he ab ov o st udy , wo h av o as s iri o d th at 
the Capital <xipIoyod per. unit of lo-bour w as diout 
Rs*2000o ' , 'li, ■ , 


uhatj in 19 j 8-395 „thQ, capital nriployad in the -> 
i-iaoor industries in the Punjab constitutod only about 
3,3 per cent of the coresporlding anount forihe adiolo 
of India (including that of tie Native States).^ In 
relation to Its sh in the total population, it is 

clear, therefore, that the industrial dev elopnent in 
thvi Punjab was quite unitip rossive. 

This, however, is attiibutablo to it s deficiency in 
ninoral rosourcGS (particLaarl;/ in coal) end ' p ar tly to 
the unfavourable uailwa/ rates and f iscal. policies which 
were designed to encourage the e3q)ort of fiod aid raw 
materials from tie mgion. Even tiie change in the fiscal 
policy in ftio intar-war period did not do nuch for tlie 
devolopuent of industries in iho Punjab, 

Cbnclusion; 

It is evident from the above study that public inves 
mont in th.; oconouic ov erhoads has b eon a power fui factor 
in bringing about certain far-reaching diangcs in tie 
Inaian oconouy over the period under study, /ip art frore 
being conipl emout ary to one another, the bulk of the 
public invostaont was comp laiont ary tc the invostnent in 


the private s Qctor, In a wa 3 ^, all tru 


de s actors of thi 


ooonomy wore intor-dopandent, each stimulating tiio groxrth 


of tho othor, Butj since the magnitudo of the pu.'blic ■ 
invosinont involvad was not vory laigo as a proportion 
of the national incoiao and al so was flactua,ting over 
rhe poiiod, the ovorall ii-ipact on the ocononi^/ was not 
very imp res sivG., lAJhllo the introduction of the moans 
of transport and conmunication hastened the process of 
conraerciali sation,.' it could nott'ah'o the oconomy vary 
much beyond the rudimentary stages of industrialisa- 
tion, Eie fisc8.1 policy pursued by the Gov or men t also 
imp edod t he grovrfch of industries in India, viiilo, the rates 
policy followed by ih 3 railways encouraged concent ration 
of industries near the ports without roforence -to other 
basic locational advantages, , 

Iha lopsidedness of the industrial development was 
■furtiior accontuatod by the uneven distribution of public 
investment over the, diff erent 2 D gio ns. Hre unimpressive 
i ndu st ri al d ov olopment i n e South co ul d b ar tly b o 
oxfilainod by the diffusion of even the relatively small 
cbiiount of public invostraont over avast area, ihe Korfe 
East ern region, ahich r ecoived a r olatively large share 
of the invostraont in railways reached a greater degree of 
industrialisation :as corapared wi1ia the othor regions. 

This development, hovrovor, was the joint product of 
public inv istmont {\iilch provided the basic overhead facili 
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tlGs) ‘a.M f o.rGign capital ( x-iiich providod tie supple- 
inontary invGstmaiits eocossary to roaliso the extorual 
aconomios proviclGd by public investment) . lii so far as 
foreign cap itaiwas dominant ' in tlio plantations, juto and 
cOal mining indust li es of ' tiiis Egion a nd ttio p rofits from 
those x^ero exported abroad, the bone fit s a rising f rom 
public investmont accrued, to a largo o xtont to foroign 
nationals. ■ 

In. the case of the Punjab, xiioro there was a 
concontration of invostnont i n iriigatioh as mil a s in the 
r.i eans of t ranspo rt and comm uni cation , wo noti c od con si- 
dorablo progress in :gri cult ure and in the groxrth of t rada 
from the last quarter of the 1914, Century, but since 
the resources endowments and the fiscal and railway ratos „ 
policies ployed a predominant role in dotoimining t he 
pattern of economic dev olopment , tlio g rowth of industries 
was sonieviiat insignificant as compared vatti the prosperity • 
in agiiculturo and trade, Nevortheless, it rauains true 
that public investmont in t ho P un jab made the deserts 
rejoice and the barren lands smile. 
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RSGIONiiL lMB.iL^iNCj3S AND TEA PROCESS OF 
CHANGE IN INDIA 

. Pradhan H, Prasad, 

. - . India pj^e sent s a picture of extreme regional 

variati-ons^ 'in terms of some of 'the ;oft quoted indicators 
^of economic well-being. ^Pu.njab (including Haryana), . 
Maharashtra and Gujarat happen to te on the top in terms 
of per capita income, Bihar, U.P. and Orissa happen to be 
at the bottom. The ratio. 'between the state showing the 
highest and the lowest per capita income happens to lie about 
two. . According to provisional figures of Census of India, 1971, 
'the percentage share of Agriculture (Cultivators and'' Agri- 
chl-tural- Labourers) in the vxfo.rklng Force happens to be 68,63, 
The highest dependency on agriculture is recorded by Bihar 
(80,40 per cent) followed by M.'P. , Orissa and IT,?. The lowest 
is recorded by'Kerala (48,63 per cent) followed by West Bengal, 
Tamil Nadu , ' Pun j ab ' an d Maharashtra, The percentage of urban 
population to the total population is highest (31,20 per cent) 
in Maharashtri followed by Tamil Nadu and Gujarat and is 
lowest (8,27 per cent) in Orissa followed by Assam and Bihar, 
The percentage of Workers in Manufacturing (other than in 
Household Industry) to total population in 1961 was highest in 
West Bengal (3.78 per cent) followed by Maharashtra, Kerala, 
Gujarat, Tamil Nadu, and Punjab and was lowest in Orissa 
(0.49 por cent) .followed by Rajasthan, _Ass.am, Bihar and IJ.?. 

The regional pattern of industrialisation as revealed by the 


2 - 


lata relating to Factory Imployment^. is also not 
significantly ciifferGnt than tho pattern outlined above,, -iborl 
■ three fifth of the rural pupulation were found to remain ' ' 

OBlow tha nornatlva nlnim-um lavel 'of living in 1967-68 In tho 
statas nf Bihar, M.?., Orissa, Tamil lladn, Tj.p. aril W.st 

■' 3 , . ■ o ■ ■ , 

B3ngal . The states with relatively low proportion (l'. e. , 

■about three tenth) cf population remaining below the normative' 
minimum were assam an^l ^injabw >11'^^^^ scattered 

tacts provide us with a picture of poor areas which ■are ' 
mostly located in Eastern' India land the; r prosperius 

areas of lunjab, Moharashtra, Gu j arat ana to some extent Western. 

P""" sp-'-^^^king are Bihar, Jasterh U.P. 

Orissa, h.xd , ru.ral Tamil Nadu and rur.al West Bengal. It c.an 

■also be seen with reference tn. the similar, available facts 
of the earlier peri', i that the- areas which are, p.o r. now were 
also poor when Indj a became inlopin-ient. i-he same is true ’ 
for the relatively pro spercu s ' areas. Thus, there has 
hardly-been ,any signlfic mt di.recti-,)nal chang.. in the reglon.al 
pattern during the ■ pos-t-indepandenc-j era. The significant 

chang'„^, if any, is .-.ine .af Incr'^asins^ n t- •+-• 

’ ■^■-gi'.-nai Oil span ties in 

■the last few years, ait t-:, out all these in proper 

perspective one has to .go b,.ick .a little in tim-,e.' 

-British power in India brought ,ab, ut 
decline in the one time flourishing handicraft and cottage 

in)Mstry,a slowly Wrodoal the' economic isolation of the ■ 


■4 


V 
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villagQS. Bu.t the colonial exploitation while aiding to the 
mi serv and privation of Inii-ans, revolutionised the methods 
of transport and thus ^ brought limited industrialisation of 


the ecDnoray. This resurtad in a process leading to capitalist : 
development which was very slow and- also uneven, ds the 
Britishers, a maritime power, entered India by s-ea- route, their; 
trading activities (which subsequently provided capital -ana 
Impetus for the limited industrialisation) were confined to 
coastal areas and port cities* Thus, 'they helped the 
development of only those areas which wore relatively 
prosperous on account of manufacturing anl trading activities. 
The areas associated with sizable manufacturing activities in \ 
the eighteenth century were Dacca, banaras, iigra, Multaja 
Burhanpur, L.aiiote, idimedabad, fatan, Barcvla, Broach -and Surat 
ana the trading centres of significance were to be found in the 
coastal areas an-i also in Sindh , dun.j ab , >/, astern U.l. and 
Delhi^* 


The rural British India,, however, do’)icted a very 
strong survival of feudal structure, '.rhe tiller of the soil 
remained the most oppr-'3 3S8d class In the British Tenurial 
system - the Zamlndari Settlement in Bengal, ;Bihar, Orissa 
parts of Bastorn TJ.?. , North Madras and some oarts of 
S.uith In-liaj the ib^-otwari Settlement in rest ni' Madras, 
Bomb.ay, ^xss-yn and parts of D.P.j Mahalwari oott'lomont 
in Western U,?, and idinjab and .Malguzari Settlement in 


- 4 - 


Central '^'r- vince. Tho pictu-i’3-. that arn/argaJ was ona cf 

powerful Zamindari laluqdar aristocracy dominating tho 

Iniian rural sconof in tha Zamindari Sat tloment areas 

who re in the tonants" were harassed bw illegal exacticns 

so ch as 'salami', 'nazarana' and 'begar' etc. In other d 

areas also the big peasants leased out lanl to tillers. 

Thus, the maiority of peasants, all' over India, were 
cPltivating l.ands whrlely or raalnly unow.ed. One finds 
a long stratlflcatl- n of land owners, tenants -and sub-tenmts- 
wherein the actu.al tillers mostly found themselves at the 
bottom. This, alongvdth high :dtch ;f land rent created a ' ^ 

situation wherein 1: rge maiorlty of rural h. usebol'.ls emerge 1 
deficit househclds in the sense that invariably their 
consumption expenditures (bare minimum) exceeded their 
incomes, With the ’laesaga of time these rural h useholds 
found themselves in the clutches of the rural rich fra.m whom '* 


they took loa.ns c.n exorbitant rates ( f interest, to whom 
they sol-1 an. mortgo.god lanl and wlr: ;ften ailed them In 
return for their becoming a bonded person, llsls has been 
responsible f -r increasing C':ncentrati:'n of wealth an l land in 



rm^ers 


u no cf uomi c holding 


s agricultural labour 


cultural! wages 


situation . households with 


Si ulve 
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in 3^.9 "' thBiTi i-n '^-i v^,'^ . • 

••■ ■•■ in ji^iving., cy.nsumptii-,n leans -tc rural 

■ ;iL.or at exorbitant rates of interest anl In purchasing land 

They, thus, fln.anead the consumption of the rural 

poor and brought ab.ut a situation wherein the net investment 

in tno rural sector was almost negligible. The situation, 

therefore, remalnea inimical to development. Such a situation 

haWwer, .Id not davelope In any .acute form In Anjab, Gujarat 

and Maharashtra. It has boon said for .unjab that almost 

every peassint ht.usehol 'T hot'. a • 

!=eme une m army,. This 


SU nl eiTl enti 'j:'| In.-I. in mi o j ■ - 

;^■■■•'^^sohuli iiiccmos an.i lid not^^ 
situa.tlon t.^become vary Inimical tu layelopment ' as in the ' 
most part of the country. Similar was the case with 
BtomDay bocansj significant proportion of the households 
h.ii s.vmse .jn- in t raao t)Utslde their state. Thev also 
siipolijmentea the hfusehcll incomGs, 

The other factor which helped the prosperous areas 
was the uneven investment, in irrigation during the British 
...h- tnus, h,eiped the process ,.f uneven change. Out 
of t ,tal capltca outlay in India (excln:ilng the areas which 
fern the part of o-aki.st,an .and Bangla Desh) on irrigation 
luring the British period, about 33.05 per cent wont to n.. 
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23.84 to Madras. 13.18 to Bombay, 10.80 to d?u_n3ab, 5.01 to 




■ j,‘'i ® 1 ' o 


4. 40 to Bihar;, 4. 04 to Ori s sa and 2 ..i? to Wa s t -Bongg^^l 
whilo; Wost Bengal sharod about 7,06 -orcant of Indian 
population, Bihar about 11.37, K.d.about 7.53, ll.l. a'b,uit . 
18.25 and Bomb ay anj Mi 'un jab shared re.spactivoly about 8.40 
and 2.50 pjr cent ctirlng the first half of the tx^ontieth 
■ century. 


' British dolicy of tinkering with agrarian reforms 

on fringes in the thirties an:,i forties of the ;'jresont century 
(under the /"res sure of agrarian li scent-. :.'nt) .and inflationary 
situation of forties br.-ught a distinct relief to '--e ■, s.antry 
and (in a •lesser ,:ogree) to th'o waaker section '-■f th..j seclotv 
in the Mahalwarl .-.m . R’.xvatwari Settlement ar^-as. Iha strong 

feudal oto'osition, to srch -^j-olici-es at the o:jer.ati-.-nal V'lana in 

0 ;• ' . - . , 'o ■' ^ -d^ 

the -most of the Zamindari Settlem-ent or jus allow -d the rural 
structure t':^ reraain ex;'loitatlx?» an- thus, inimical t- 
developrn.ent, ihis wo.ai]...' be evi lent from th - f-ict that the 
proportion ::f ..^ctive -an-i Semi-active Cultivating Lab...ur9rs 
and Cultivators ..f l;ind wh-^lely L-^r mainly unowned classes 
to the total of all agricultural classes inerjasei enrer 
the nerio.l 1931-51 in Bihar, West Beng.al., Iravancore Cochin, 
M...’ani Hy-ieraba.l, romainel almost th-e sanu in Madras an.i 
sharplv declined in Bombay, U.a'. 'mu i-unjab®. 
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The iiulatiori of fortecs of.’ this century and 
txioreafter f ui'tn er" help Gd tlio realisation of the rolative 
p ro sp arlty in the stat gs of Msiiarasl-it ra, Guj ai'at and 
PunjaD becauso of their having relatively high jiVorago 
area p or op orating housohclds coniparod to the poor states. 
Hardly anything happonod in tho post-iridspondence ara to 
bring aDout a directional change in the process of develop -- 
Eient so as to Dridgo the gap botvroon the rich a,nd the poor 
areas. It \d.ll be seen ttiat the per capita plan outlay 
for the first three plan periods (1350-65) was highest 
for Punjab (Rg. 300) I ollowod by M-harasi^itra and Gujarat 
and lowest for U.P. (Rs. 127) and \the second lowest for 
Bihar (Rs. 128) , Eig absence of effective land roforn 
neasures allowed the a grarian structur.e in Liost of the 
rural India to reriain initical to development. Some 
approd-mation to broad pattern of change mth respect to 
relative drpordenco on agriculture, can bo had from the 
available d ata relating to share of Agric'uLturo in the 
Male Woihing Forcc^ over the period 1911 to 1971, The 
share ran adns almost the s&mo in Assam, Kerala and Mysore, 
shows some increase in idedisra P rsdodi, Bihar, Gujarat, M.P. 
Punjab, Raj .astl;ia,n and U.P, and has declined in Madras, 
MaJiaraslitra and Most Bengal. But the states diowing high and 
low dcnendenco on agriculture remain the same over the 


past six dGcados., liio inbalances por si st, even and 

overall dovolopnGnt of 'tiie country still ranains a far 


■/ill th esc 1 e ad up to an trap o rtant quo stion. Can we 
initiate 'a n recess of dovolopnentiwiich would tend to 


reduce rogioiial di sp ari ti 


It should be understood at 


tiro outset that' in a big co.untry like India this c an 
hardly be achiovod by rapid industrialisation. Rapid 
industrialisation requires huge investeient per person. 
Thereforo'i a structural drango .creating condition for a 


hi gh and 


• sp.'.'rsed not investnont in agriculture 


(inclusive of irfig.ation) and intensive use of land 
alonc\^ath a mdosuread growth of household industiios ( using 


labour intensive t ediniques: of production) 

'me. ^ • ■ . ■ 

to- such a process of dovolopnent. 


alone load 


But tire labour intensive t echniqu e of production 



cannot obvio usly b 


ctor 


0 eco nony 


shown that adoption of todrniquos of production 


jnploynent forthosaiiG ajrount of input 


which in ere as 


increased price of tl 


and nencG 


increased 


cting 


ithout 


rate of grovrth of 


no conflict between short-run epd long 


run objectives of aiployraqnt . uhloss the demand forth 


coniTiodity Is drastically reduced on account of its 
increased p rice. That 5 of courso, may adversely effect 
output and aiiploynGnt, So tiioro is a caso for enforcing 
the adep tibn of lahour intensive teciinique s f or p roduction 
of such no n-b a sic commodities which have a wide and 
dispersod market ad thout any cloEo substitute. 

Textile iridustiy offers a good-asremplo in the Indian 
context. The product of tiis industry has a widely dispersed 
n a rket i>ji tho u t any cl 0 s e sub s t i t ut e. 1 1 a ay b 0 p o s si bl e t o . 


enforce a regulation whereby tho veaving of some popular 
Variety of textile is roser^/od exclusively for the ’process 
of production not using power’. .For example, the- ’process 
of production using power;’' sl'ioul.d b-e allowed weaving of only 
mono -coloured textile, Eio processes such as, printing of 


textile and weaving of piintod and multicoloured toxtilOj 
thereby, arc oxclusivol;/ rosorvod for tho ’household and 
small grcducor sector not using po-'wer’. This will imply an 
increase in relative prices of such textile (in .absence 


of subsidoO* 5/011 then there is likely to 


bo 


suffieiont higti 


doiand for such qualities. 


It is even possibl-j to visualise 


that the daman 
initial phase, 
country, there 


cl will bo greator tlian tho production in the 
As tho demand will bo dispersed all over tlio 
will bo a sufficiently high rate of oarriing 



for 'housoliold and s-iall producar s actor ‘not using powar* 
.rosultlng. in a 'big push for cxp^ansion of tia soctor. Suitoi'iG 
polici^ noasui'us associatod viith training prog rajiao for 
weaving and hand printing of toxtilo nay result in quick 
expansion of this soctor all over tho country. One can 
thi.nk even of other kind of such proto ctions. In any case, 
the expansion of ^housohoid and sriril producers soctor not 
Using power’ udll aclvorsoly affoct the textilo mill 
industry, Tho proportion of population oniployod in 
textile nil! soctor raay also r; gist or ad eel in o but the 
proportion of population employ od in t ort’ilo p roduction 
as a whole will increase very rapidly and the incroaso in 
employaent and. earning will bo dLsporsod all over the 
country, Bro oconoaic gsilns to tiia wockor section of 
the population will be considerable. As nono-colourod 
textile r/ill be available for low wage ,and low income 
earners, these Varieties will constitute, the basic-good 
mix. As subsidy will not bo the kin,gpin of sucbi policy 
measures, tliere is little possibility of xiergenco of 
’int ormediaries’ and ’par.asitic el are nts a s has happened 
during the past two decades of d oV olopoent riL planning. 

This nay bo brought vdthin , afranevjo ik whordn organi- 
sations of adult agricultural labourers (with no or 
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iriadoquato land) , one in each village, ai*o made responsible 
for all dovGlopnont work in -t lie rural sector. They 
Decoine the r ocGipient of all dev elopniontal. loans and aid 
from the govcrment ( so as also to oncouraVG community 
Use of land) to the oxclusion of private sector and are 
•ent rusted with the tads of enforcing decisions about 
c Gil in g on land and wealth, distribution of land and 
aebt 'radaiption otc.'^*^ Eiis nay "eventually r osUlt in 
strengthening domocratic forces so as to frustrate the 
existing collusion between tlie ridr arid the bureaucracy 
.and'th'us^ pavo the jay for rapid cdvolopmorit that would, 
result in drastic narfoT/dng of dispaiitios.; It would 
bo noc’ossary or^ ‘to dbv clop industrial and xncono 

Dolicios consistent vath the' aforesaid policy frer.ro, 

■ , ■ ■ ■ . : ■■ ’ . il : 

Tills V 70 uld imply an yequatablo vago and salary 'structure , 
and. steps to .gradually bring all mihining, industrial and 
wild e s al c t r ado op 0 r ati on s und 0 r -th e p iibl i c s 0 c to r and 
a system of ifoikers Gohtrol .over those. 
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FOOTNOTES 


1, In this paper we will he mainly concerned with the 
state-wise variations confininf? ourselves to the states 
of Andhra Pradesh, Assam, Bihar, Gujrat, Kerala, Madhya 
Pradesh, Maharashtra, Mysore, Orissa, Punjab (includin.g 
Maryana) , Hajasthan , Tamil Nadu, Uttar Pradesh and 'lestT 
Bengal as a first approximation to the understanding of, 

, the process of change. 

2, Roserve Bank of India Bulletin, July 1971. 

3, Bardhan, Pranab K. , On the Incidence of Poverty in 
Rural India of the Sixtees' , (memeograph) , Indian 
Stati stical Institute , Planning Unit , New Delhi , 

Discussion Paper No. 55, January 1971, p, 25, 

4, ■ Tarachand, (1961) , History of Freedom Movement in India, 

Vol.l, Ch. TV. 

5, Estimates are based on information available in Census 
of India 1951, Vol. I, Part I-B-A-Appendices to the 
Census Renortj 1951. 

6, Census of India, op. cit. , p 234-57. 

7, Dandekar, v.M. end Rath, No ,( 1971) , Poverty in India, p.S4. 

S, This is because "the figures for males are generally 

regarded as more firm, being less susceptible to changes, 
in concepts and procedures, and it is conventional to ’lO. 
depend on them",, Kri shnamurty, J., ’'Jorking Force in ' 
1971 Census’ , .Economic .and Political "feeklY, J,anuary 15, 
1972, p.117. 

9, Prasad Pradhnji H. , 'Growth and Employment’, Indian 
Economic Jr-urnal , July-Geptember 1967. 

10, See Prasad, Pradhan H. , ’Some Policy Priorities’, Economic 
^d Political Meekly, Special Number July 1971, pp. 1575-76 
for a brief outline of the policy package. 

11, See Prasad, Pradhan H. , (1970), Growth with full Employment 
,pp.40-43. 
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-balanced regional development has been aji Important 
p.olioy objective since the beginning of the planning era and 
finds an increasingly , formulations. 

The elimination of regional iinbal.ances and ensuring even 
growth is expected to help in fully utilising all available 
resources and in the process spread economic prosperity to 
a wide section of the country. 

"V : Tv/o forking Iroups were set up by the Planning 

Commission in 1%8 to study the question of regional in- 
b.al.ances - one of which ( the hanchoo Working Croup) recom- 
mended the giving of fiscal and financial incentives for 
starting industries in the backward areas and. the other 
(the Pcjide (-forking Croup) recommended certain criteria for 
the .identlfieation of backward areas. The incentives to be 
given, 8s recommended by the Wanchoo. Working Group, include 
taose to be -Iven by (a) financial institutions, ( b) the 
Ce.ntre and (c) by the State and Union Territories. A Com- 
mittee of the National Development Council considered in 
Ceptember, 1969, the report of the Two Working Groups and 
took tho following important decisionss- 

general concessions o.ffered by fin.anci.al and 
credit institutions for financing' Industries should 

Union Territories. 


b) The financial ^ancl credit institutions 

late suitahle crlterialin consultation with the 
state •lovernments arid the Plcinning Comruission to 
identify such backward areas requiring incentives 
for industrial development.. 

c) The Government of India vjould subsidise the estab- 
lishment of industrial units in the bacfeiard areas, 
the subsidy being one-tenth of the total fixed 
capital investment’ of projects? both in, the private 
and public sectors, where such capital^ cost does not 
exceed Is. 50 lakhs in individual, c.asas, . 

d) '"'’he subsidy will be available- for industrial schemes 
in two districts in each of the 9 States of Andhr.a ■. 
Pradesh, Assam, Bihar , 'alaimnutl 'Kashmir , -Madhya 
Pradesh, Nagaland-, Orissa? R'Uasth.an and Uttar 
Pradesh. In other States and Union Territories, 

the subsidy yjlll be available in one district in 
each case. ■ 

e) The lentral subsidy as 'well .''s the concessions from ' 
financial institutions will be in addition to incen- 
tives offered by the State Governments themselves. 

3. In consultation with the' States, the Planning Com- 

mission' has selected about 200 districts to, .qualify for 
concessional finance for industries started there. A list of 
these districts is enclosed at Anne^pire I. 



3 . 


' • Institution vis. , I.D.B.I., 

I» 3„I. C.I. ii,r,v0 announced the concessional 
terms applicable to the districts mentioned in para 3. 

These --onces sional terms are at Aniiexure - II, 

■ A^-aln, -the Planning Commission have in con suit a- 
; tion uith the State ""governments selected the districts/ 
areas eligible for the lOf Central grant or subsidy for 

there. A list of such distrlc’ts/areas 

ia at Annexure III. 

® V ^ ot the skeleton scheme to operate the 10a. 

Central grant or subsidy referred to in para 5 ■md: announced 
on August 26, 1971 m,y be seen at Annexure 17. 

"• In addition, there is a scheme to give transport 

sub.-,idy equivalent to 50f of the transport cost of both 
. raw materi-als and finished goods for all new industrial 
unxts CO be set uu in the States of Jammu & Kashmir, Assam 
including Meghalaya, Nagaland .-nd the Union Territories of 
Manipur, Tripura and PJEFA. In the case of existing units 
also, the subsidy is payable for expansion or diversification 
IX this leads to an increase in produ.ctioji of at least 25l 
over Che average annual output during the preceding three 
years, xn such eases the subsidy will he Eestricted to 50 % 




.<1 


of tlie transport oost of the additional raw materials 
required and the finished qoods produced, as a result of 4 
the expansion.' or diver slfication. A copy of the . scheme 
■announced on July I.5, ' 1971 is at .Annexure V, , , 

8. The Ministry of Industri.al Development will be 
responsible for the operation of both t-he schemes mentioned 
in paras '5 to 7. A provision of Rs. 5 crores '■’as been- made 

for this purpose for the entire Fourth Pl-’n period, the * 

budget, provision for 1971-72 being Es.' 10 lakhs. 

9. In addition to this , the Industrial . .Development . 

B'^nk of India in co'llaboration with o'ther fin'.nci.al insti- ail 

tutlons'like the Pese'.r-ve Bank of; India, Industrial Finance 
Jorporo.tion of Tiidi.a, Industrial Credit and Investment "*• 



Corporation of India and the Agricultural. Ref iru-nce Corpor.a- 
tion of Indi'---. h'.s Initiated surv-eys of b-.ckward States/TJnion 
Territories in 'che country with .a vi tsv to i.d .aitifying "th :ir 
indus'fcrial potentl'il and assessing the infra- structure 
faclll-bies- availablca. The survey would hso -assess the 
avail '’ bility of raw mat3ri'<ls and m.arketing prospects for 
industries which may be developed in the backward r;,reas. 

The mamb.-.rs of the survey ta.am are dr-wn from the Industrial 
Development B-mk of India, Industrial Finance Corpor.ation, 
Industrl-l Credit '■.nd Inv-estmont Corporation of Indi.--. , 


Eeserve Bank of India and tha A'^ricultural Refin'nce 
Corporation, So far surveys of Assam, Tripura, Jammu 
(& Tla.shmir and Bj.har have been completed. Surveys of 
R.a jasthan, Orissa and U. P. will be completed very soon. 

After identification of the project ideas on the basis 
of these surveys, the reports will be discussed vrith the 
concerned otate Governments officials and State Industrial 
Corporations or State Financial Corporations to get, in 
collaboration with them, preliminary feasibility reports 
prepared in respect of identified projects. In order to 
supervise and get this survey work followed up, a Com- 
mittee of Direction comprising the General Manager , I. D. 3. I, , 
Chief Officer , Industrial Finance Deprartment, R.B, I, General 
Manager, I.C.I.C.I. , Statistical Adviser to the Reserve Banrh 
of Indi-;, and the Managing Director, Agricultural Refinf-aice 
Corporation and also the Joint Secretary in the Ministry 
of Industrial Development dealing with backward areas has 
been formed. 

It is expected that all oha above mentioned measures 
will eventually help the industrial development of the back- 
ward Str.tes/Areas in due course. 


ambxlre 


I 



' LIST OF ra DU STB I 

ally BACgJAPD PI STRICT SJ3ELE£^ nnrnTrT]- 

•;*a *n\T A T\T 'n TiTDP'Ti/C tf'L-T IT* ts' ! i\l AT'Ji >T ATi XM O -iX J- jT XUil O® 


FOU CONCESSIONAL 

• ]• IN 0 u i"’ KuFi ill Hj r liM 'ill 

'■ri 

: -No, ' 

State 

Districts 

1. 

iijidhra Pradesh 

Nal.^onda, Medak; M^^llbubrlagar 5 KariBi- 
. nasiar, tfarangal, KhaiMiain, Chttoor, 
Anaiitapur , F.urnool , H isamaDad , oi i 
Kakulam, Qibappah, Ongole and dellore. 

2. 

Assam 

Soalpara, CachaP, Mougong, Eamrup, 

Mikir Hills, liiso Hills District -in:! 



North Gachar Hills. 

3. 

Bihsir 

S^nthal Parganas, Bhagaipur, Palc.iiiau, 
Champaran, Samn, D^pbhanga, Pumea, 
Muzaffarpur and Saharsa. , 

4. 

Gujarat 

P-inehamahals 5 Kutch, Amreli , Dro-'.cn, 
Saha.rkantha, "■ anaskanrli-' , i:navn'i/.:,.'’J j 
Mshasana, Surandorn-tgar and J’jn-;i.:;ad:h. 

5. 

Haryana 

iiohind argarb ,, ■liais.ir aai Jind. 

6 « 

Himachal -Pradesh 

■Chamha, Kinnaur, K'-ngra, Kuiu an-'. 

Lahul aid Spitti. 

7. 

Jammu & Kashmir 

Srinagar, Anajitn-ig , Bfiramul-;;., J.,,.iJ.Uj 
Kathua, Udhampur , Poda , 'Ladakn , Poonch 



and Raj our i. 

8. 

Kerala 

Applcppey^ •Triv,-:ndrum, Cannanore, 


Tr i Chur -’.no- M ',.1 ■■■ . pur air » 


. .(ii) 





,nai 


BllasiDUi 


hajapur 


Bhlvpuri 


armi 


Damoh 


otmal 


Both tl 


Hill 


1,1 ipur 5 Dhar^/ar 
Hvsore, Horth . 


lulb-ra 
H a :i chur 


outh K-rn 


liniKU' 


iienlv^m 


PPul bh^'nl 


Pun .lab 


loshiarpur, rhatlnd 


suiir 


oaiigrur. 

Jalore, Banswara, 'bingai'pur 
Bbiiru, aivnrj jonk, Udaipur 
Jhimjhtmu, Slkar , lirohl, 11 
JlialaWrar, J''lsn,lrn3r and Bar: 
louth Ir.cct, Tiruchirap^rxlll 
Ramaunlhapur-rn , K-ny -ikumorl 
Arcot, Tha’ijavur and D'l arnica' 


(iii) 
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Uttar Pradesh 




19. 


Uest . Ben?;al- 


'llmor a , lih^Lmgarh;, Bahar ai ch , B aricL a 5 
Ballia 5 Eadaun , Chamoli 5 Fa tehpur 5 
Oarhw.al, B-hazipur, Hamirpur, Hardoi, 
Pilibhit, Jalaum, Jaun.pur5 Jhatisi, 
Mainpuri, Pithorgarh, Pratapgarh} 

Bae Bareli , Sultanpur., Tehr i Garliwal , 
TJnn ao , U 1 1 ar Kh a sb 1 , 3 ar ab an kl , B a s ti 5 
Bul;a.ndshabr 5 Etah, Stawah, Fudzabad, 
Gonda, M^ithura; Farru-khabad 3 Moradabad 
Bhahjahanpur and Deoria. 

Purulia^ .Banku.ra5 lildnapur , Dar jeoling 
Malda, Gooch Bihar , '''cst Dinajpnr, 
Murshidabad , Jalpaigiiri, Bir-bhunj Burd 
wan, Hooghly and ladia. 


Union Territories 

1 . ' .'indanon & N icobar I si and 

2. Chandi'-'arh 

3 . Dadra and Ua'^ar Haveli 

4. Delhi 

5. Gor,. , Daman and Diu.;,,' 

6 . Lr-c adive, Imindive & Minicoy 

I si and s . ^ 

7. Urnipur 

8 . UEIA 

9. Pondicherry 

10. ' Tripura 


IGntira arsa. 

Nil 

Entire area 
Nil 

•Entire -irea. 

The inh 'abi t ed 1 si ■ liid s , 

Entire -;roa 
^ Entire area 
Entir'S area 
Entire area. 


II 



1 terms ^nd c ondi t inn 


minimura 


ins Ion of Initial moratorium In th 


princinal -amonrt, ox logins, a'J'iinst 
prvictice of 3 ynnrs. 

Lonrrar amorti-satlon- period for lorgi 
ii'j'olnst tte normal rep-aynent period 
years, projects from the backward a 
allowed . a longer period of 15 to 
Participation in risk capital; 


Depending on the merits of !:he case 


commissions 


ting commission in respe 
■f'es/debantures m-^de by c 


(li) 


(vi) E eduction in eommitment charge i 

At present, the I.D.R.T. Charlies a rate of 1 per 
cent per annura on account of commitment charge 
on amounts i^Aii'ch remain undram by the assisted 
concerns. This charge may be redaiced to or 
loaivad altogether in exceptional cases for projects 
in" the 'backward ar ea's. 

(vil) Consultants^ Charges; 

The I.D.E.I, laav also bear the cost of conajultaiicy 
services to prepare feasibility r-eports for the , 
entrepreneurs initially subject to reimbursement 
loiter when the project reaches the profitability . 
stage. 

(viii) Other terms and conditions ; 

The already follows a. flexible .ttitude in 

reiPs^b of promoters’ contribution, m.n,rgin require- 
ments, etc. The I.D.B.I. may continue to adopt 
similar attitude in respect of projects from baciowai’d 
areas ■ and relax these requirements depending on the 
merits of each c^iss. The I.D.B.I. may also agree to 
suitable^ postponement of the interest payment in the 
initial yjars of the projects. - 



(ill) 


to 3Xt 
and. ras 



the p:' 
sions 

(i) 


(il) 


( ili) 


( iv) 


IHnTJRTPlAL hlN/lNCE 30RP0RATIQN OF I^IDIA 


The Industrial Finance Corporation of inti has 
;encl financial ois si stance on concessional terras to sirnaLiT 
!d ium s i z ed Indu s t r i .■^.l on t er pr i; s e s i.n b ac lo/zar d S t a t e s/ .'.r e r, s , 
acuities to be allowed 5 it . is hcped 5 will lialp accelerato 
CO of industrial such areas. The coiices- 

to be extended ''.re as follaws; / 

Fate of interest; 

.'Is a '■■rain st The: current rate :Oi int'er-est .c.t 

(TAfith a rebate of 1-^ for punctual p'iYnerrr,.3 of 

inst->,ln.3nts of interest and prin.clp-:l-s) at lower 

rate of Int.arest i oe. ( with - reb-’.te of 

trill b'S chair s:ed. • '• ' ■■ 

Initial grace •period for comiriencement of re'payment 
of lo.ans; 

The Corporation's norm.-'l practice is to .allow 3 years 
m-eratorlun to -m -assisted ccncorn for the fi'i st o :iy« 
ment of the -Drlnclpal eraount of the lo.iii. In fbe 
case of undert chinas in bachward 'c-reas, this period j 
would be extended tn fiv-e year? from the d".te of the 
first d.lsbur sem.ent of the lo.an, 

Amor tls.ation per loci for loans; 

As ej^ainst the normal ueriod of 10 to 12 years for 
repayment of lo'-'n, this pcT'iod lArould be extended to 
15/20 yvcars. 

Margin of Cecurltyt 

Th'O -oresent practice of the Corporation is to aim 
.at a margin of 50 '^^ 5 this would be reduced tp 30/35^?', 

In ot’i'jr words, cn equity debt ratio of is 2 would bo 
acceptable. 

..(iv) 


'il 




■m 


f 



Civ) 


( vi) 


Promoters contributlon^ 

The Corporation would be prepared to accept a 
lower contribution from the promoters, to the 
cost of the project than its n,orraal requirements, 


Participation in 


and preference capital s 


Depending on the merits of each case, the Corpora- 
tion would be prepared to consider participation ' 

■ by way of underv/riting or otherwise in the share 
capital of an Industrial concern located in a back- 
W€ird area/ state to a afreater extent as compared to 
.protects located elsewhere. 

(vii) F eduction in other ch.argess 

50^ reduction will be made on the Corporation' s 
normal charges in respect of underwriting com- 
mission, coiTsmitment charge, non-refund able examina- 
tion fee for processln?^ of applications and legal 
charges. 

2. Projects 'in backward di.stricts/areas^ which \\,m)Uld 

receive grant/ subsidy from the Central dovernment would 


also bo eligible for IFC ' s concessions. 

3, The concessions will noriaally be applic.able to 

cases where '^he total, project cost does not exceed Bs. 1 



onal finance for bigger project 


Financial assist.ance from th 


'ible only to public limited corapanies incorporated in In 


tored cooperative societies ind as such, the above 


mentioned concession.al terms will b 


ns which meet this requirement 


2 

3 

4 

5 



The rate of intorast on ruree loans would bs at 1 % 
per annurn., Inste/id of the current normal rate of 
ho contingent in^'arest will he charged for private 
linited comr.-inias imnlementing pro'iect in backward 
regions. 

In the case of underwriting of shares/debentures 
for prwjocts in b vckwarh regto unci erv/ri ting coin- 
inission would bb ch'-irgecl at half '‘be iioiiirl rate .af 
l-j-f on showes and .on debentures. 

1 commitment charge of wjMI be pa. 7 -iblo on the 
l 0 :?n from the date of signing ■■■f the lie-ads of agree- 
ment as 'v-'ilnst 1 '% normally ch.-arg^ed .at present. 

A margin of 30 to 35t;^ would be acc jpto.ble in the 
Value of assets for secu.rin.g the loan. 

The grace period allowed for starting’ of rep.o.yment 
of the lo'-ns o;ould h.e five years .as .against two or 
three veers n-o rm illy allowel ■ nci th.3 r epaym cn t •-'f ftic. 
loans woulfl be spread over 15 to 20 years as a, .gainst 
10 to 12 years normal’ y stipulated. 




iil^NEXIJRE III 



LIST OF INDIISTRI/iLLY BAGK'l'iRD DI'^^OJPJCTS/AREAS SELECTED 


TO QUALITY FOB, THE 

10 PER GMT CjEMTRaL SUBSIDY. 




S.No. 

State 

1 Dlstricts/.Ar9??s. 

1. 

Andhr a Pr ad e sli 

Tide paee Uo.diDof this iinne^cu.re. 

2, 

Assam ■ 

G-oalpara rand Mikir Hills 

3* 

CTi3..iarat ■ ■ ' ' 

Pranchma.h.als 

4. 

Bihar 

Darbh.anea a.nd Bhagalpur 


Haryana ' " ■ 

Mohinderg.arh 

6'V'.; , 

Himachal Pradesh 

Kejigara 

7. 

J ammu & Ka shmir 

Srinagar and J.aramu 

8 . 

Kerala 

Appleppey 

9y 

Madhya Pradesh 

2 ■areas (one comparising 12 Blocks 
from the districts of Bilaspur and 
R.a.ipur (6 Blocks each) and the other 
of 10, Blocks (frorj the district 
of Dewas ( 2 Blocks) , ShaOapur (3 
Blocks) 5 Ha.lgarh (2 Blocks) .and GtAla 
(3 Blocks) 

10. 

M'-harasttra 

Ratnagiri 

11. 

I-^s-^re 

R -a Chur 

12. 

Meghalaya 

United Kh.asi .and .T.aintl.a Hills -and 

Oaro Hills. 

13. ^ 

Ha.a.aland . 

Kohima and Mokokchung 

14 . 

Orissa 

Kalahandi .and M.-iyurbha.n:j 


rm.i ah 

Hoshiarpur 

16. • 

8a, i sthan 

klv^T and Jcdhnur 

17. 

Tamil Y.adii 

A unit are.?, cf lo T’-luk,?. s from the 

districts of Lam.anathapurram (6 
Talukas) 5 M.adurai (1 '.Taluka) :''uid 
Tiruchir.apulli (3 Tliikas). 

18. 

Uttar "rvidesh 

B.alli.a and Than si 


•Th3:s t 





(ill) 


SELaCTED .iREABmACTS FROM AKDHRA P R A DESH FOR 
lot SUBSIDY SOHEME. ■ "" ^ 


I. /A-raaVTract from the Ravalasasm'-^' Region. Comprisina: Blocks 


B.Ho. Blocks 

1, Chcndraoiri 

2, Frodattur 

3, F.-- mala pur am 

4o Cuddapah 

5. . Fulivcdla 

6. ]; aniampet 

7. Kodur 

as. Bindhout 

9. Sinaanamala 

10. Tradipatrl 

11. Booty 

12. Kurnool 

13. Dhone 


Gomprlsing Blocks 
from th-^ district of Chittor 


from the district of Cuddapah 


from the district of iinantapur 


^ from the district of Kurnool 


II, ^ Area’ /Tract from the Telengan-i region, comprising Blocks of i 

1, Biddipet from the district of Medak. 

2, Faddapalli ^ 

3, Eultaii^-'.bad ) 

^ ) from the district of Karimnagar 

-4: O'' ' ikril ^ 

5. ■•'•■azurabad ) 

6, Hanamkonda \ 

„ „ , j from the district of bJarrangal 

:: 7:, : c V;;-: er a samp et^: y ■ ' ' ' ' ^ ■ ' 

8, Febbu'ba'bad } 

9, Khamracim \ 

^ , 3 from the district of KhaEUTinm. 

10, Thirumal ape tern ) 


from the district of bJarrangal 


from the district of Khanrrinm. 


. .(iv) 


(iv) 


11.' 

Suryapet 

) 



12. 

I?olgonda 

) 


: , k/ 

Id w ' 


a). 

- from' 

the District of ilalgonda _ 

I-'ungodu- ' 

) 

14. 

h--->kreka,l 

) : ^ 



15. 

'16. 

h^lifalairthy 

Arnangal 

A 

i 

) 

from 

the district of Mohluhna'dir, 


The municipal 

tovms 

faiHin 

.y witliiii the above 'araas^/ 

tr acts 

V'Ould also 1x5 

ant i tl 

ad' to 

Central sub's idy of 10/ , but not 


the innxilcirjal tovms outside these tvo * areas' /tracts. 
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and Social ReGearcn. 

!•« 1 R&gi.Q_P^— Structure of Indian IndugtrialiEatiof-i i ■ 

, The regional structure of Indian iniustriaiisation is much 

better knoX'.n by now, in view of detail'..d ajipirical research that 

has been done on the subject during recent years. BrofdD.y speaking 

two types of .approaches have beon followed in this researdi. One C’' 

has been the exaTiination of inter- inductry dependence, to isolate . 

the industrial structure aid base of soocific regions through the 

1 

preparation of regie naL inter- industry tables. The other approach 

has aimed at making inter- region el comparisons of industrial 

structure. It begins with an exemination of the ’’rsferonoe technology" 

for the Irdicin ecc.nomy to find oUt relatively self-sufficient blocks 
■ ‘ ’ 2 .; 
of industri.es which h-.ve d e-r elop ad in different regions. ¥e shell 


1„ See Icgind er E. Aleigh «nd ^S.P. Kashyep 'Problems and lises of Rfcgloti'xL 
Input-Output Mod els". Third i-ill-Iadi.a Inout-Output Cox:!feronce 
'(Bombay, 197Q! , Anvesak . »uns 19fl. pp. 16- S4; 

G.S. Bh.:=dia "Seciortal Income Multipliers in the Punjab and India, 
ninth Indicn Econometrie Genference . Pi.fn.a . 1969 , a bv es a k , 
p; December; 197 1, 'Pp',; 21D--2295. arid 

G.S. BcJ-i'ra ana S.S. Mthta; a bote on an Input-Uutput Systun of ^ 
asthun' s Industrie! Economy, 1964, i^rivesaic. fecuap er lQ7l,pp27‘±.-28fj. 
2. ''ioginaer K.Alugh, E.&. SubrdiHuini an .iud S.P. Kashyap "Region.vl 
Industri 1 Divorsifi cation in Iixlia; Souio Factual Anrlysis", 

Economic ..jnd Politicfl 'weeltlv : Vol, ’71, to. 15, April 197 Is end 
loginderPx. Alagh, Renioiujl I Sj-ec te c.f Indi.vn Indur-triCTi s ation 
(to be publish tid by Bombrjy 'university Press) . 


not repeat risre the details of the methodology and results of these 
oxer cises/ but shifLl only note the soLiGrit features arserging from ; - 
them. ■■ a ■ ■ 

1.2 The exmination of diiia for 1965 as well as comparisons \h-th 
1956 shows that the rel.tive levels of industrial diversification 
of the States of India has not changed much, during the deoade 
covered by the Second rmsd Third i’ive-Y eai- lions,. In this context, 
it may be noted that the position of some of the less developed 
States such as Orissa has if at aJ- deteriorated. Again the 
industrially diversifi ed States of the national economy aro only 
those of Maharashtra, Bengal i 2 jid Temil Nodu. The only State \;hich 
has meie considerable gains j.n this respect is liysoro. 

1,3 The ma.i or public sector investments li.ev e been in the States 
of Orissa, Mgdhya Pradeeh Bihar. Tnere is coir/incing eviden-'^-e 
to the effect that these investments h.^ve not,, as e^poctsi by the 
planners, led to industilal diversifiogiion ol baese regions. In 
Orissa, public sector irrestasnts in,, ferrous raetals ard fertilizers 
hfove not led to diversification ainjund. this base, for ossiaple, nd.th 
an equipment group of industries or ^ consumer industricss man'.'! facturea 
out of metal. The ctme situiticn holds for public sector invostmcnt 
. in iron .and steuL, electrical ocjaipment ard fertilizers inMedhya 
PrEdesh. In Bihar, \hile major private -sector industril., proj ecbs 
exist oi before the iaiportant industrialisation progrcmes in^tne 
■ Five-Xear Pl,unb th era dees not seem to have been much diversification 



around the nei’j investments in heavy madaineiy , railway equipments; 
fertilizers ..ind petroleum. The only region whidi h.us diversified 
its iridUvStri&l economy around puDlic sector investment is Mysore, 

While the reasons for this diversification hr/ & yet to be exsrainfxl 
'closely its existence cannot be denied, a preliminary hypothesis 
in this connection, may be that the pacl-cet of public sector investment 
in Mysore itself was of a more diversified, nature, i.e, , machine 
tools ,, telephone equipment , railway equipment , etc,, 

l.,4 Regions like Delhi and Pun j ab (includirig Haryana) heve diversi- 
fied their industri{.u.-'H!.ix. in spite of the fact that ma^or rjublic 
sector pi'o j ects. hiiv e not been lo cat vd thers, 

1.5 The industri ..! Das e of regions like r.ss am and t ammu seed 
Kashmir is entirely rawmiaterial based, with very little dlversifice- 
tion around it. In regions, such us, C-ujavat end Rrajasth-n, industries 
are ag-ain primarily raw material based, .11. though there seems to have. 
bec?n diversification around these dhdustries. 

1.6 The above should not be construed .cs '-in' indictment of the 
policy of public sector investment in genersfL, .Hewerer :t dees imply 
th-at the location of major ii^dustrlal projects in backwuid areas 

not by itself lead to a process of industrial diversification or of 
conul'ative industri. -lisation in th.e region, F.lunning policies, 
thex-efore have to be oriented In more specific teriis to 'bring .about 
such results if they are . considered, desirable. It seems that during 
the last two decades our conscious policy of industriaiisaticn has not 
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led to stractural changes in the context of the regional structure 
of irdustry. The- regional structure of industrievS that we inhsp^jfcad 
as a p!.5rt of the historical development of the industrial sectcr of 
the I cdisn economy, under the impact of the development of industries 
as a part of the opening up of process of the nation tlL economy to 
forces of internutionul tr;-de, has Hot substantially changei. 

2. 1 Itunlovment Generation Effect at the liegioa,aL Ley el 

The effect of industrial investmcjnt and output exp<.nsion on 
Industrial employment at the regional level has been a m„tter of 
natural concern to the policy jjilanners. The direct employment 
effects of an industrial pioHH on a region cfui be c. very d eceptive 
measure of the totr£L employmeht pot entiaL ( both direct :axl indirect) 
of the project in the region. Industrial investment in a project 
leads to a process of creation of a secondary employiaent potential in " 
the regions eoDnomy which may or may not be rolriterl to the relative 
direct employment potential of an industry as comp-jed to others. 

An exioaination of the direct rmid indirect effects of output e-jpansicn 
in each industry on the regional . economy is therefore important. Such 
effects ctm be estimated only after blowing for the leakages in 
inter- industry purdiases on account of net imports into the region. 
Table l below reproduces estimates derived from a rogionAL inpud- 
output study of Guj Sir ut. 
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T aPl e ^ 1 

Sectored aaployment, Multipliei-s par Unit 
ofGutnut tor Gu j ax-a t , 1964 - 6 5 


' -StBctors ■ 

Direct and Indirect Wage income 
generated per unit of output aLl-oving 
for import le^akages - ‘ 

1. Agriculture and *'dlied 


iictivities 

1.010 34 

2. lining 

1,13471 

3, Gen st ruction 

:: . 15 325 

4^ Milk food ^;3xl melted feed 

2.207 38 

5i Flour Mills’S: Starch , 

3. 33594 

6. Other Food ^,,1x1 Agro-bt.«ed 

1^92041 

1 . Oil Industry 

4.19 34? 

8. Sclt 

1.00 253 

9.. Textiles 

1. 00 25 3 

10. GheaiclLs 

1. 24500 

11, Geaent k Gemeiit Products 

1. 13322 

12. Ncn-metelic mineraJ.. Based 

1.05b4F 

13. Paper ai'^d P aper P roducts 

1.07 252 

14. B^;.sic Metals ■ 

■ ■ ■ 1.0443pd 

15, Squipinexiit 


16 „ kbod-and Cork - 

' ■ 306 5 4 

17. PliscdU-fUieouG li ainfactures 

1.05253 

'18, Leather fluboer 

1.24316 ■ ' - ' 

19-,' klectrxc Light and Power 

■ '1.0002& ■■■■■ 

Source: Unpublished li 

stimestee kirdly .e ;,i?r salable by 

S.P , K .•ishyfpi j 

S ard. ar P at (H. Insiituti) of hccUiomic 

■ and So ci.ul. Ro 

e ea'-’ch, ■ ' ' ' ’ I a 

Similar results h.ve been obte 

ined for 18 sectors through ,u rogionai 
. q ■ ' 

input-output study of tho Pudj 

ab oocnemy, r.s can bo seen from this 

taDle, in Gujyirat the agre-bas 

id and tho non-metallic ■mincnl-b'-'sed 

irdustrios h-.ve u high or employraent potential, Iho rosults for Punnao 

3. Op. citBhuLla. Tuple- 1.-^ 
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Qleo indicate that r.^ro-b^eeai induEtrise heve a high ai:ploynent 
multiplier effect. 


2.2 Another veiy of eat im.. ting the enplcjaent potenti-lL in a region 
is to relate the initial Investraent in the le;ding industrita sectors 
of the region mth the indirect grplojr.ent created in other industri?!! 
sectors. The use of this tec±Lnique has led to esn estimate of the 
fcllcmng region:.! ^u-plcyment Eiultipliers ■'Ath the use cf industrial 
eciploynisnt data for 196 5: 


Regional Industrial huplcyiaent Multipliers 
for the States of India. 196 5 


Sr. Bo. 


State 


iTtegional hioploi^nient 
Multiplier, . ...196 5. 


1. 

undhi'a Prsdesh 

1. 57 

2. 

Ass eti 

1.17 

3. 

Bihar 

1.27 

4, 

Guj .-ETat 

1. 2 

5. 

G raaciu and h:..,sh.uir ' 

. 1.15 

6. 

K eral a 

1.33 

7. 

Mtdhy., Pr- riosh 

1.7 3 

8. - 

Mah-arashtra 

1, 36 

9. 

'Mys'-.re 

1,65 

10. 

Ori.ss.a 

1.41 

11. 

Punj i.\b 

1.80 

12. 

R 4 castha'j 

. 1.67 

13. 

T amil Badu 

1.81 

14. 

Uttar Pr;desh 

1.91 

15. 

West BongH " 

■ 1.25 


(Source: Ycgind er K. Hugh, K.K, Subrehu.-inian and 
S.P, Kashyap, ’*In ter- region 1 Industrial 




liGGuiter 1971) 



Table 2 indicates that the regional emplopaent multiplier mss the 
highest in O .p.^ fcllcwed by Mysore ar/d Punjab. It was very low in 
States likei-vsssm, o amrau & Kashmir and Bihar, 

3.1 Pc'li cies f or Pu e-i ^i'ional Industrial D e/elopiaent 
Having exaained seme of the important results of the 

studies of regioJjal industrialisaticn in India, we may now turn our 
attention to policies ff"r industiisl dev eLcpiaent introducing regional 
aspects e^'^jlicitly. This is indead a complex problem. The argument 
that industrialisation should be left only to market forces in a 
situation of stiucturjA disequillDrium hardly d esezv es seriousj 
Gonsid eraticn. This in turn implies that excessive raLi.'Uice cfinnot 
be placsi on profitability of private investment for making investment 
decisions. The need for o frmew'.^rk of industri;;! planning is 
obvious. However having said this, it must r'iso be realised that 
leaving importajct matters such as the location cjf . industrir.! invest- 
St;nt£ in the regional cc'ntexb to rule of thumb decisions; or to 
administrative judgement .alone may prove to be v>Ty oestly. 

3.2 An exemple of such lule of thumb decisions is the policies 
follrwed by v arious St ate Governments to locate projects in ’'less 
developed regions of the State*’, Th e d s'?- ej op ed regions of the each 
State in this context are defined in. a very exclusive munner and 
perhaps rightly sc, since veil developed industrifl o-mplexos are 
vo;ry rore in the Indian subcent in ent, and as such nascent induj tried i- 
s .tion in nuany areas sh. uld nvot be dlpa:,ur.:.g£d by pi’oviaing r-iative 
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As the. above table shows Fuch general incentives can in 
practice be easily dis criiain at in g as between different industries. 

The question rariadns as to ’whether either from the vi cvpoint of the 
national economy or from the viewpoint cf specific obiectives of 
regional development, the industries being provided relative fsdvantagesj 
should in fact be encctiragei. In any csise the policy in sAers generfxLly 
se'iio to be Ei Cikin g .. th es e decisionF vjithout an ej<j 2 licit freaewj.rk e-f 
d efinite' obj ectives. , 

3. 3 We may now turn to the .-^estion of formulation cf industri,al 
pliUjS with the regional aspect introduced e:>plioitly into the system. 

In this connection the following three apprc-aches core oeing eoperiinent ed 
with at present; - . • 


3.3.1 ■ The first approach is t:- plr/n for industriciL targets in a 

consist ency . from ewc-rk in ,o; region y This approach hv,s been tried in 

' 4 

tlie recently published P oi fipoetiv e Plan of G u. i or at . The apprr'ach 
begins with an -inter- indust rv tabo.e for the region..! ocxiicmy, 'eeperdi- 
ture elcisti cities , investment t>:irgets for different sectc re and 
targets 'for government ojpcanditurc and. estimates of e-jpo'rt and Impor'c. 
propensities by eadi sector. The results ..re consist fjnt output 
target for different i otors '.- f the regiooiii econc'Ey. I't 'nay also be 


nc'ted that it. is possible in such e-xerclses t- e'stim...ts the I'lggregot'. 


4. S,!. ivashy® 'arid I.lfo i'fosgh, ’’A Cr-nsistuncy Fremew-rk .fob the 
P ersp active PI. --u for Guj arat", pUDlished in Gcvyra.ient of Gu,j.:rat 
P ersD e ert iv e P 1 an c f Gu .1 arat i 1974-84, (Gandhin:igar Grvt, .?;rese , 


eaployment potentieil of the regional plan, an also to introduce 

emplicitly.into it, well defined preftarences that the policy makers 

may h ay e for arployiient in ttusiTe industries. For the Guj arat 

porspective plan^ for excEiple, it has Dee-n ostiiapt od that the eciploy^ 

nent potential of all the p erspective plan sdianas would be an actugi 

5 

growth rate of employmont ranging between 7 per cent to , 10 per cent. 

It is obvious that if suc±i exercises are conducted for different 
regions of a nation IL economy ('i'aiiil hadu is also preparing a 
perspective plaiij , the second stage of the plaj;ning process shall 
consist in terius of the national planners integrating the different 
regional plains into the industriflL devoLopment plan of the national 
economy, introducing e^^jlicitly resources constraints at the national 
loydL as also the specific objectives of industrial policy at the 
national level, ihe edv-antage of this multi-stage planning process is 
that the impact of the region.gI part of the national, plan is o^^li^itly 
tntrcciucei from the inception of the plan. Simulttineously work can 
filso begin on building up a consistent inter- regioii;;! plan for the 
nation...! economy. Oonsiderable work h?:;s alresby been done on 
decomposing national industrial reference tedmology into rolauively 
sufficient blocks of industry. Corresponding to e. ch blo*k of 
industries there .will be regions in whid:. tho industries within the 
block :.ire expected to derelop, Mod.els being develop oi at present 
introduce rogion-l consumption puttems inter- region til trede end 

5.^. ^ bid. , p. 371., itlso see.'<iii 1., p... ,.4, 
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regional investiaeut prograiiiiies-eTplicitly and using the blocks of 
the ricAional refere'n’ce tediiiology, output targetv^- Cfsn be forecast 
for d is- aggregated industry' Iw el analysis, .say- for 100 - industries , 
separately for the-dlf.fere.nt.vSt.':tes of Indi:-, .It may also be noted 
that such models can be used to derxere d esired output levels in 
different industries, sp efiifically incorporating patterns of income 
growbii whidi assume greater in ter- region 'CL egri-dity. 

3.3.2 Another approach ■wc.'Uld be to single out ;a particular block . 
of inter- related industries snd to estimate the relative 8 dvant.ages 
of different regions as c^udidetes for investment in the respective 
block of induEtrios, Such sn analysis has the advantage of permitting 
a detailed ejplo ration of ra-w materi.:i ■dvj.Uiteage, trsuisport cost 
advantages and sc-le -.rd localisation aJv.antages, 

3.3.3 n final eppre ach is to d ev i^ 0 p a multi- scale optimisation mod ej. 

in which regional constrains are introduced e-xplicitly. Ejpierimental 

. 5 

models of this type h.aveh.lrec.dy been prepared. Howeyer a lot more 
work is necessary both at th e dr.ta building lo/el as well ::.b the 
Gonceptu.Eil level if such models, are expected to fpproxiffiate reHity. 

3.4 In terms of planning exercises, therefore, Gonsiderable effort 
h.-.s boon put in, in recent years to effectively build up the nationiCL 
industri-d plans, explicitly introducing the region as a constraint. 

The fxivantage of such exercises in terms of the politic;d. economy of 

6 . ■ 1 , h , fe athur and 5 . ih ' jAo<i-d'' l$r Optimum loc' tion end 

■■’io -I' '< in il V'- . A'c. x*, .V enkfet'\r'miaish (.-Od' Il -'.'ricmio 

A- -d . - in I-apu trC-gV. at ?riX.evDrk ¥ol,,3 , hoo.nat Input-output 



development is obxriouE. Las aggreg at ed reyic rial plans provide the 
possibility of a programme based discsissic-n of economic plans in 
the loGGii context throughout the country, which i turn is apre- 
oordition of effective popular participation in the planning prccoss. 

-oo'cOooo— ' 
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I ntr odiiotion; The, cau sa.s for the p er si stence ai^d often 
ac o entua t ion of re^iona’^. ^inbalaneas' in develonnent are 
many and. varied. Fnere is no s'in'^le criteria or methodo- 
logy’’ for the raeasn roiTient of regional imhalances In developrrent 
Moreover the regional concent implied in regional plannin.g 
and in the. measurement of regional imbalances has had 
political overtones. ®.th this the is su .35 relating to 
regional imbalanc.es have focused mainly'' on the Matj onal " " 
and inter- State framev/ork of the a conoTnic.de v3lopm.ant 
plan. 'On the contrary^ the region „ the sn a tlal ana loca; b i onal 
dimensions of the regional and the national plan and the 
snaca r e lat i on s constitute ths ba.sls of regional planning 
loth ..in the context of regional daveloptne'-’’t in national! 
planning and in the preparation of a regional development 
plan for a selected region. The purpose of this papsr is 
to focT.is on the problem of re, gional imbalance as related 
to the issues relating to regional development in national 
plannin.g. : ■ s ■ 

Regional fraraa'work and the spatial patterns of ae';elopme?it 
• prior to If 56 ; ^ 

The plan f or overa3-l national planning star bed 
with a spatial pa'ctern of' economic activities in which 
there were atleast three ■ broad t^hses, each 'influencin'.? the 
^1; erne f :;gi:ng:oi3ht:f urhso^ d;f 
of regional imbalanc'es in deV'Slopment . 
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, - 2 - ' ^ ■■ ■ 

'Ihe national oconoTny wBs porarised around the major 

i- 

urtan-indus trial nodes like Bombay, Calcutta, Madras and 

Delhi^.^ lhe patterns of nodality and the mominance of tha.v 
. ■ . , 
large ' centres i s cl narly obs'^rvad' in the maps of distribu- 
tion and growth of cities (750000 population) their 
functional specialisation and patterns of linkages, 

2. t-uegional economies of lesser megni tude and varied 
patterns of spatial organisation had. ci-eveloped in parts of 
erstwhile British India and the princely states. Some of 
them, like the old Hvso'-'a State, had attained a higher 
level of development wliose benefits were relativelv 
extensive covering most parts of the state, while l.n the case 

of Telangana the pattern was one of 'polarisation' of tfie 
economy around Hyderabad resulting in sharp rural-urban 
disparities in development, 

3, Conti g’-'bus and jxtensixj-e ar.. as of natural 
resources contributing to the development of basic ana 
heavy industries had transit or p eri phe ra l situation with 
reference to the spatial patterns of functional organisa- 
tion. These ware, and to a large extent are areas of 
relatively low 1 .5vel of development with small rockets of 
developing areas around the n.ewlv omerging industrial comple- 
xes e.g. the douth-iilast .Resource. -Region comprising p i.rts 

of Madhya Pradesh, Bih.ar, Orissa, West Bengal and Mahara- 
■-shtra, ■ . 

1. Berry 3. J. L. (1967), - . p , ..r 
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, Perslstance of the .influence of these ppatial 
patterns is evident if thd .areas with different levels of 
"development as brought out. by some of the recent studios 
.are seivod. out and analysed separately. 


, B . ^ , S . i . Q ., Q a.l. .„ „ Sh iA t.iist^]^g_ta^ c s siji d _th§ re sou rc 
basls.., Xof.,_lnit ial differ-.enctes in levelT " 


a structure ns 
.o f development . 


th 




Underlying the broad spatial patterns of the 
.economies and the diffprencos in levels of development 
. within arid batweon regions are' the physical setting, 
resourcG stn.ictur'8 and population distribution which 
provi.ded some regions a bebtor alyahthge over othe.rs In 
the process of oevelopment, For examnle, extensive, areas 
of rel a tivelv homogeneous .agricultural r3,gions of the 
northern plains and the deltas st.and out . distinctly in 
contrast to the areas with low— land prodnctivi t'^?' in the 
semi-arid xtjasthan, Marathwada and Kcnkan in Mahar.ashtra, 

Ram.nad coast in Tamilnadu, Ravalaseema in .Andhra Pradesh, 
and more can be .added, 'Ihe relevance of using the regional 
characteristics as the bench mark is to sep.irate cut to the 
extent possibie(i) the role of 'the l.nherent regional charac- 
teristics th.at lead to Imbalances in. development and (li)the 
policv measures that. ,.sh uld be formulated in nlanning to 
correct those imbalances. ■ Po'r' a lac: of such an apnro.ach, 
a third dimension has been added in the last twenty years of 
pla.nning in which the poiitlc.al pressur..5s and ' reg.' onalism. ' 
of. narrow view points have influenced the pattern of allocation 


cf invGStinents both In their sectoral priorities and spatial 
ccnfigD ration. Therefore, in , formulating a regional deve- . 

lopment nolicy in national planning all the three intsrre-^ , 

■■ ' ■ 

1 atod . isiUas have to be given proper consideration.- It 
would be a salf-dafeating purpose if the probl-ams of 

correGting regional imbalances ar e given a dhoc consid-erativ ns 
as has been the practice so far, ‘JhiS; would re 
adding more aio.,'as or regions everv year to the list of 
’’under-developed areas'. ' d 

Interrelated features of regional development and the 
problem of regional imbalance ^ 

1. ^ Regii'.nal dovolopment , as implied in. the cone ep- ' 

tual and theoretical f r am ewc/rh basically c:.nveys the ‘idea' , 
of spatial integration of iifferent secto:rs of the .ec-onomy 
within and b3tw3en regions. Thip is one- of th-e .basic 

■ ' h . O''." ".Vv 

considerations in rjgional imbalances. Ihe agric’-'ltural, 
industrial ana population (...^r settlem-ent) stveturos within 
a r-egicn mav not .always be a'de.iuate within a r-egion for ' 
the purposes of integrated .’ievelopment. This is specially 
true for small. r.jgiv..ns or for r-ogions at lower levels :>f a 


2. Government wf India 

Planning Commission (1969) ( i ) ' Iden 1 1 f l c a 1 1 on of Backward 

d. 'T ' : : areas ■ ^ o 

— (1971) . 3 ^^ Financi.al 

. ^ , .: incentives for starting 

: ■ ■ ' in.ius tries in ’’Backward 

" ' . areas 

as e Fourth Plan - Mid-Term 
, 4$i;prai s.al Fol . I . PP. 56-60. 


- 5 - 


reglonal framework of a country. Such a situation ma.y 
also occur in larga regions whose resource hase is of 
poor quality. 'Iherefore, poll C"'- formulation relating to 
regional imbalances would obviously be for large regions 

f"; , "■ ■ 

which possess the characteristics mentioned above. Here 
the issue is highly' complex because the intar-regioiial 
imbalances are measured on the basis of federating states, 
whose resource structure and spatial patterns of the 
economies are v/idely different within them ■and often parts 
of States' economies would require integration with those 
of contiguous am^as. , ■• ... 

It is therefore necass.arv to T'O- examine the issue 
of region, al imb.alances in the national context for regions 
comprising groups of states in the first instance (..iconomic 
regions). Sc.-nomic regionallsation has beer reco.gnis-jd as 
a strategy in development in both the unitorv. .ard federal 
system of governments as in the USSR, Poland, franco and 
Scuth-Kor.-e.a. Could there be a fresh l‘..>ok at th'j str.at 
of correcting regional imbalances in th.j c.^ntext cf n.jw 
thinking on multi-level planning and docisi n m.akin.g in 
India?. 

2. ' Regional development policy f-.^r th-^i eC'-n.-jmic 

regions would spell out the strategy xor regional .eC’„Hr.;mic 
gri'Wth by identifying the sectors/ activities ef regional 
and national impcrt.ance. .Prssent level ,jf reg’on.a.L inc. me, 
crntribution of different sector-s, proposed level of inccme 


amployment, production tar-p^ts of ciff oront soctoo-,;/ 
actlvitlos should further ba spalled out for diffvarant 
regions. 'Thair spatial and locational patterns would 
also be included in the noli c^:^ fr.aw. 3 W.ork, It is in such 
a generalised regional 'plan frame' th^i the specific policies 
such as of master 'nlans for citv-r3gl:.ns5 development of 
growth centres, under-developed areas aJid areas with 
special nr.-.bloms wcuold have to; be formTslated. The 
regional sotting of undor-develop ed ar:?as or of the 
pot intial gr;:Wth- centres is an important factor for 
creating onportunities f^r snontaneous growth of less 
ievelopad areas. 'Ihe coreporipherv concept in- regi.mal 
planning is ;f special significance in such a situation. ' 

3. The practice so far h ’. s been tc- look upon the . 

•problem of correcting regi-onal I'mlealraices as an inter-state p 
rond intra-state problem, the issues relating tc interTState 
imbalances in development being the C'',;ncern of the national 
nl-an. This apnr-i.ach has its limitations because of the 
lack of regional ec-.-nomic plans/ framework for the national 
. plan and th) regional phvsical plans f'or intra-state regions. 
The solution to correcting regiv.nal imbalances have to be 
found in 'the regional phvsical plans. The latter gets 
refined when each District or -Block is adopted' as the ' 
basic unit for th-e preparation of an area development 
plan. A liSBglnnlng has been made' in the' pre'-'aration' of 
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area ctavelonment plans at the District level but it would 
■ be long before they become Ihe basis for the nreoai-o.tinn 

j'lans in a;dtaii* . The urgency lies in the fact 

trrit the. sGct'jns -oi QGVelopirio-nt i^f n*^;uiGnal anvi rep'j’.'iDal 

inpcT t ajice h i.B0 to ■ be icleritified In their presen t an i 
p' c; s s i hi e f\i tu r e s p a L i al patterns® T].i is i s an ex o r c i s o 1 n, 
"iA?'.i’lch uhe ■■■ r e gi ona.l ]ila.nning effort in the national ainl State 
plans has. to be simultaneously m/ade with , spaeiflc -ob;) ectives 
' i ® e ® ■ ¥1 thin ■ th.a framework , of a sectoral' plan and , str atogie s 
relating to. '.social and economic .goals in ’planning® 


4. .tegional lEbalances while they are measured with the 
help of '^conomle and st.'Cial indlGators of ueyalopment, they 
can and should also be identified ana 'eyaluated In the 
'regional physical plan. .Bils.is where the gap -exists between 
'I regional physical plans and regional economic plans as well.- 
■Iho following features of the 'physical spatial dlnen'slons of 
a legion indicate the tendency towards balance or imbalances 
in deveiocment. 


O ) Ag r 1 cu 1 tu r al L and Usp i 


Increase in productivity per. acre by value terms would 



tend to be uniform m the entire cultivated area through 
a relatively homogeneous cronring pattern. This minimis 
the disnarities in- income b-etween cultivators of small 
holdings. 'The other impact of such s smitation j.,s on th. 
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growth of some contrailv situated villagas as the market 
towns which would be sustainad by the local populstlon ard 
th^ piodiiction base. There arc clear evidences of gi’owli^-- 
spacialisation of the regional economy which bring wlthr''^ 
it dovelopTnents of social and community interest In the 

region, in contrast there are • tendencies - paradoxical 

dSi'it would aPricjar — for -?-r> 


fdS, it wouj^d aip.oar for . imbalanc dovelopirant in soiiie 
growing', ugricrilturar:- ra:gions^^^w^ tbu rural : urban,' dl 


>aritios .are increasing -a 


g -pas :a;r 


esu-lt of th .i , praf e renC:.3 


„3 . 01 


cuitiv.-;to,cs with large surpluses to si? stain a market town 
■of a higher rrini: with b'ett.eivf -cilitiGS situatea beyond 
the normal r?ing j of move 'lent of th'S vi 11 igoa-s to the i 
nearest place for their tnans-uctions. Thus distorts the 
spatial regularity in th:? d-evelopment of a svstem of 
human settljments as hierarchic nodal centr.js. The dis- 
tortious could be mi.asured. Norm,ally greater th-e distor- 
tion in the nodal hairarchy more acute is the problem of 
regional iinbal.ance. 'ill -se aspects of r^egional davelopment 
and dispariti..s cannot be perceived in. th.. regienal elans 
cf ^btate an.d inter-state magnitude ,'t the national level, 

IS - d p s t r 1 o s s So c to r al imbalances in develonment within 
Eegicns eharactoriS'ed by 'low levels of secondary ,and 
tortiarv ,, activities in r.espect of tbolr cuntribution to 
r-eglonal income, employment and industrial products, 
th^x.r. 'spatial configoration within regions might accni- 
tdatv of r'jgli./nal iffiba,lan;,gy 3; within. It is hero that the 
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strat3gv of the development of grovrth- centres and 
raeosures of decentralisation/dispersal of industries 
,.c national and regional m agnitude hoive to be co-ordi- 
nated using the spatial and locational patterns of the 
regional econcmies as the basis. 


(iii) Settlement - environment relation shin 

Regional imbalances in aevelopment often result 
due to a lach of appreciation of the acelogical basis of 
the regions’ existing level of development and the norms 
of 'future development. Th,esG are reflected in the lack 
of spread effect of certain -oevelopments within regions, 
unconformity of land uses and the eTn.erg3nc3 of new 
problems of land and water use, c'jnservation ate. 

The foregoing acc r;.nt brings tut the importance and 
relevance of regicnal planning of a mu.lti-level nature in 
which the problems and nolic’^ issues tf regional imbalances 
overlap cutting across the present organisational set-up 
and the procedure of planning. It is ht'oei thot: thi issues 
raised in this paper w.uld nrovido seme b ssis f -r th j 
clarification of problems of regional im.ba.lancis in the 
di scussi'-ns on agriculture indussrv, ani social asnjcts 
of -level 'jument. 
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Balanced Regional Development has >een an important 
policy objective in India since the beginning of the planning 
eraj and finds a pride of place in the Industrial Policy Reso- 
lution of 1956 and the Three Plan documents. But like many 
other ohjective,s in the economic sphere, it has not been possi- 
ble to achieve much in this direction on account of the absence 


of -any. concrete measures to implement the policy, -^he result 
has been that regional disparities have widened; the rich , 
regions have becqme richer; the poorer end backward areas 


continue 

balances 


to be in the same state If not worse; and raglonalim- 
have become accentuated leading to economic distress 


and political crises. 

The normal operation of economic forces would be alwss^s 
overwhelmingly weighted In favour of areas winch were already 
developed and ^ey would continue to get an increasing share of 
country’s industrial prosperity leading to substantial differtta 
in the dowelcpment rate standard of living and investment. 
Regional Imbalances and lopsided growth are not oonduelve to : 
economic stability and may well result in under-utilisation .or; 
even nomu4lllsation of nataral and human resources and in that 
process deny the common man his natoral heritage in the co ry^ 
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share of prosperity, idea of balanced regional development 

has been mooted as a corrective proeess to even out the 
ences in the degree of economic development in the different 
parts of the coimtry. ■ Such differences are m.anifest in per 
capita income employment' pattern , living standards, household 
expenditure, extent of savings, rate of cao it al formation, I 

growth rates in ''productive sectors, education tuid social progress. 

Some confusion has arisen between the concept of balanced 
growth and the objectives of balanced' region, al development. 
Balanced growth essentially refers to a single economic system , 
with its different components of development Viz. , agricwlture, 
industry, transport or services. The balanced growth stresses ' 





the need for different parts of such an economic system to re 
main in step with one another to avoid supply difficulties. 
Industry must not get too for ahead of agriculture; basic 
facilities in transport, power, water supply etc. should be in 
•adequate supply to support and stimulate the growth of industry, 
and so on. , 'Where such a balance is not established it has been 
argued that those factors which have' developed ahead of o'thers 
must end in failure. A supposi'tion of this type would lead to 
the Inevitable conclusion that it is necessary for development 
t:) start opi all fronts athone ajyt the same time and that the 
various factors will be each other.^ s clients through the demand 
.and ^pply patterns established by thb workers, employees and 
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owners. This theory of 150131100(1 -growth has not found general 
■\ acceptance and on account of the "dynamic disequilibrium” which 
development requires as a precondition, some sector will ne 
always ahead of others and may even function as "leading sectors" 
and at no time would it really be possible for a simultaneous 

advance on all fronts- to take Place. Tills is especially so 
in cl developing economy where there are nei.thc-r the investment 


re sources , nor man power nor the skills to make such simultaneous-' 
and attack on all fronts; thus developing countries must need | 
to accept the concept of the leading sector and the following 
.sectors; however, it is, important , that at any one time di spar i»^ | 
ties in .the developments of the different sectors should not | 
be so great. as to lead to adverse reactions on them. For ins- j 
tance if industry alone develops and agriculture does not follow^ 
it or remains too far behind, optimisation -of investments cannot 
take place with the resultant weaknesses in tli-e economy and 
waste of resources. Similarly agricultural sector cannot out- j 
strip industrial development on account of the- needs which . 
a-griculture must have in the form., of fertilisers, agricultural 


implements, pumps, and so on. 


In actual practice, therefore, 


tho idea p 
'different 


f balanced growth is followed mth the gaps between 
.s-ectors being. within such limits as to minimise 



adverse reactions on one. another. 

Balanced regional development however has totally a 
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different anproach. This essentially deals mth the cliff ereace 
in the level of economy achieved in different parts of a counijjr 
. or a big region and the ^disparities which give rise to stresses 
and strains in both economic and political fields. The axistsnee , 
of backward areas in a country are always a problem for the 

economy as whole and the bodv-politic. Such, disparities arise 

- : ■ ■ ■ : C . . Cf ■ . , I 

on account of natural and sanctions nan made reasons and once 
they are there, they gat accentuated, as higher level of develop^ 
ment alvrays attracts more activities on account of the obvious 
advantages and a natural attraction which bhe activities will 
receive by being located in areas which, are already advanced. 

Thus once the disparity is established, it will continue to 
widen unless corrective steps are instituted through economic 
and fiscal measures. 

Balanced regional, develoument cOid dispersal of economic -i" 
activities are closely interrelated. Growth diversification 
economic activities in under-developed areas can take place only 
if the required infrastructtire is- provided followed by suffici*- 
tly high level development of natural resources. Yet regional 

balance does' not c'-'nceiva at any stage, reduction in the rate 

■ ■ ' '■ - ■ 

as a depressant for economic development but mainly as a pro- 



moter of *3!ConQnic development in -backward areas at a rate fast 


than more, d-evaloped areas so' as to 'make the former attain the 

requi^red ietels envisaged by national policies and goals with 

- .yVv'ioo-., ■ . ■ - . 

:thp; shortest possible time.,-, 'i 
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The reasons for the disparities in economic levels of 
^-different areas may be stated to be three namely; (i) historic 


growth based on natural .advantages such as in the case of 


Calcutta and Bombay (ii) non-uniform distribution of natural 


resources, for example the occurrence of coal and iron deposi 


and (iii) high concentration of rescurces as in the case of 


the coal- steel belt or Goar. These factors have caused some a 
to get a head on start in industrial development and once 


industrialisation has taken place they have attracted more and 


more industries. Areas with little or no resources have 


languished and without an initial iirroetus towards economic 


growth they have continued to stagnate and the gap has become 


wider and , wider. 


Thus the disparities that have devslped are mainly 


owing to a process of normal economic forces exi'loitaing the 


resource advantages of each area. The normal operation of' 


economic forces as mentioned earlier will tenu to develop thOoe 


areas where advantages are readil;/ available in pxefer%..nce to 


areas where such advantages have not been huilt up as yet or not 
available at all. Therefore, in talking about minimisation of 


disparities, it will be necessary to consider as to how aPd 
what extent they can be mlninlsed without adversely affecting 


the ;t)rocess of economic growth. Minimisation of disparitieo 

ca;^ot mean a straight transfer of the fruits of prosperity froij 
a'rescuroe rich area to ,a resource poor area. Such transfers o| 


- e ;r-- ... 

only be temporary; the nrolucing area will continue' to produce 
and the consuming area will continue to consume with no c^,as|^'e 
of an _ even-rexchange. This will tend to emuhasize the 'disparity 
and perhaps may even -.widen it further;- , 

If on the other hand,, the minimisation of disparity is 
interpreted as establishing manufacturing or other activities in 
those areas where there is no adequate resource base, then the 
goal of economic efficiency, necessary and essential for the 
country’s progress will be jeopardised. Production processes 
Cannot be subjected to uneconomic onerational situations such as 
raw materials or markets or both. At the same time social equity 
demands that areas which do not have the facility for accommodating; | 
productive activities should not be deprived permanently of the | 

benefit of prosperity arising from industrial production. Thus | 

' : ' ■ I 

we have here apparently a conflict between the goals of Economic 
Efficiency on the one hand and goals of Social Equity on the t 

other,' 

It, has been stated earlier that the natural resources « 

.are not unifornally distribution in the country and according to 

the present administrative boundaries, there are areas which f 

have little or no resources and there are areas which have 
an abundance of them. Areas with high concentration of I 

resoui-ces are bound . to achieve a level of economic prosperity 
' fai /'higher than the comtiy’s averse. Areas which have little 
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or no resources cannot attain that level unless development in 


the resource rich .areas are deliberately slowed do wi and some 
resources are transferred to the resource poor areas for Inducing 
production. This will affect production efficiency ana a loss oi 
opportunity for the nation as a whole. Therefore , such oclanclng 
or reduction in disparities can only be spoken of in the contexu 
of an average level of econoaic development of the entire 
country and the task of bringing areas which .are below this 
average economical level as nearly as possible to that level , 

Besides, the average economic development levcd. of the country 

may be well below, the minimum which the people aspire -to, esta™ 
blich for themselves , in which case , the task of balancing . 
should refer to bringing all areaspat least up to that mininium 
level (See Fig.l). For this purpose the area must have the 


necessary resources within itself. 

According to this concept, the task of balancing can be 
conceived and achieved only amongst . areas having ao c r 
nearly adequate development potential to achieve the average 
level of economic growth which is aimed at. Pas experience 


has shown that attempts to achieve a regional balance by 
mere distribution of new industrial and other pr^.'Oects nave no 
been succsssful. Although a high proportion of investment in, 
(basic industries has gone Into the tribal districts of Bihar- 
Madhya Pradesh and Orissa, the level of economic developmpuit 
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in those areas C'ntinues to be much lower than the national 
average.,. Meat is really necessary is the organisation of eco^o- 
laic activities at all levels, -Drimary , seeoncln.ry and teirtiary 

interacting with one another so as to produce an aggregate 

growth rate which will help to remove the deficiencies in the 
•area. The growth rate that aan be achieved in each area will 
depend unon the resource capability of that area 5 further a 
satisfactory organisation of economic activity requires a resour 
ce base wide enough and adequate to sunport the activity in each 
sector. Therefore, if balanced regional development c.cnsistent 
with economic- efficiency and equality in economic opnortunity 
is to be achieved, than it has to have as its primary basis, areas 
or regions which have the necessary minimum resources for , 
supporting and sustaining developm.6nt of a magnitude commensurate 
v;itli the primary n-eeds of that area or region. 

The present administrative boundaries do not offer such 
a basis and it is necessary to conceive the division of this 

country into a set of areas or regions having the necessary 

^minimum r^s^^urce potential. Such a concept will lead .to the 
areas riCh in one type of r , source being linked up with area 
having complementary res'^urces or even resmree poor areas 
an^ 'the b®n-ofits of activity in the former will flow into the 
■ Xa^tter,'. ,,There will also, com© into existence gradually intra- 
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flow of goods and services j inter-dependence and complementarity 
\ of resources amongst the different parts as each such area of 
region, , 

Such regions we may call them "planning regions" as 
they are mainly for the purpose of translating economic aicd 
social planning in terms of physical planning - Biust have within 
them the primary requirements for generating economic activities '5 
-these are (1) land. (2) raw materials for industrial development^ 
and ( 3 ) power. These three principal factors will enable each 
planning region to achieve a degree of self-sufficiency in iOOCi, 3 
an employment -Dotential in the agricultural and non-agricul tural 
sectors to meet the needs of the region^ s porjulation and a powei 
base which will serve the developmental needs of both a:^ri culture 
and industry. Thus the region will have the basic elements to 
achieve a degree cf economic viability. In addition the region 
as it develops will he in a position to exchange its surplus 
, of,.,-4anufactured products as: well as raw materials with simlj.ar 
■regions to obtain other requirements necessary to ensure a 
minimumi standard of living for the population oi tiiu region^ 

Such an areal approach will provide the Dasis for attempting ^ 
balanced regional development, by various means such aS inducing 
differential rates of growth, preferences in regard to the 
industrial locations, and special concessions and mc'enti-ves. 
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This concer)t of planning regions which may across state 

■ ■■ ^ 

boundaries and in some cases even district boundaries 
come into conflict with established boundaries of the state, 
as the state boundaries will- continue to serve as adiriinistrative 
units for ourposes of implementation of policies and programmes 
drawn up within a regional framework of the type described above. | 
In fact, even as it is, ¥i.thin a stage today different areas 
get different treatment depending upon their natural endovmientsr 
the level of activities and needs; the concept of evolving 
regions which have a minimum developmental potential of a pattern 
,ancl type will enable parallel and inter-related actions to be ! 

taken by adjacent states in the different parts of the region 
with which they are concerned so as to exploit fully the inter- 
dependent and comolementari ty character of the resources in t e 
region for its own benefit, 


Such a kind of regional economic organisation, although it 
may 6.rpear to tend towards a closed economy, will not really 
be so. Each planning region is ciapable of some production for 

its ovm ccn sumption as well as for exchange with other planning 



regions wbiich it^'ls free to do. 


Further there is no bar on the 



regioiS establishing exchange of even those products. primarily 
meaj^'t for , its om consumotion. %e only requirement that is 
be^g ensured is that the region has the necessary resource 
capability to discharge these two basic functions. It is obviou 
that economic efficiency is highest then production is ab].e 
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to meet self-concumption to the maxi-nuni extent without Ignoring 

factors that deterinine production costs. This helps to minimise 

investment on tr an snort and distributary services. To that 
extent an anparent closed economy is not only desirable but 
. also necessary if. natural resources have to be exploited. A 
clear example of this type of approach is that of Food-Zones, 
j\n exercise for dividing the country into a set of 
planning regions has been .c,arri8d out , and according to this o' 
the Country has been divided into a number of planning regions 
at the macro and. me so levels. These proposal s are primarily 
based upon qualitative datav studies are now under way to check . 
quantitatively the resource notential for each region so that 
further adjustment 'Can be made wherever needed; 

The macrci regions conceived in this scheme-are lar.ger .. 

' viable units meeting the requirementsof regional planning and 

decision-making in regard to majority of the' issues involved 

in regional development. But in certain selected areas oi 

inf ra-s true tural develo-oment such as irrigation, power and 
transport . development , inter-regional co-ordination may Suilx be 
necessary. Su.ch co-ordination is proposed to be secured at a 
supiva-macro level, perhaps for a group of macro-regions. It 
.ranst, however, be noted that such suora-macro regions are 
conceivable only for the limited purpose of co-ordinating the. 
efficient production and utilisation of certain seltscted 
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resources and they do not affect the comprehensive characteyp 

■ ■ ■' V 

of the macro-regions, ■ ■ . ^ 

The meso regions are sub-divisions of macro-regions. 

They form the primary sc-nomic units for the purpose of planning. 
This main ob,1ective of delineating meso-regions is to carve out 
viable areal units for effective exploitation, conservation and 
utilisation of resources. Economic viability at the ininimum 
level Is the primary co-nsiieration for grouning areas to form 
meso-regions. Such eC'"nomic viability implies that a me so 
region has adequate re scurce potential to establish production 
patterns sufficient to meet the emipcyment needs of the people 
in that unit over a period of time and at the same time produce 
enough food or offer goods ■which can bo exchanged for food to 
meet minimum consumption needs. Economic viability co'iilcl, be /' 
tested by examining the per capita income of the component units 
(districts). The economic viability of the meso regions have 

been tested by examining indicators like per capita usable land, 

, productivity index and manufacturing potential. 

The resource pattern of the meso region may be such as 
to lend itself for specialisation in some major- means of 
production. This can be achieved by grouping areas characterised 
by^^ certain association of resources and comolementary character*- 

istics or tied, by extensive' intra-areal activity or flows. For 

' f ■ ' . ■ 

, two physically separated tracts, but with inter-related 


economies, existing? close to each other have been rnitecl to 
form one me so unit. Thus the coastal plain of Kerala has 
been combined with the sub-montane plantation districts , 

as their resources will mutually supplement and comnlement 
each other. Similarly, a structurally backvjard area has 
been combined with a relatively orosp emus tract, so that 
the resulting unit will have a strong economic base For 
example, the Telangana area has been comhined x^ith the 
Krishna Godavari Coastal Plains to give more economic 
stability to the former, and find' a ready m,arhet for the 

latter. ■ ’ • 

The pronosed Planning regions do not equally divide 

the resources of the country but they attempt to procure for 
each region the basic minimum requirements for economic and 


social development on the basis of the population of uha.t 
region. The criteria for these nlannlng regions have been s 
far physical and ec.''nomic; in addition at the. kacro level a 
degre of aecological balance, is S'--ught to he attained. The 
ecological balance attempts to secure that natural cycles 
earn completed ivithout introducing disturbances thsit may 
cause hresakdown of the natural systems and come, in the way 
of utilising natural and human res-^urces in the best 
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In a pi jmninr; region of this typej it vrlll be possible 

■ 

to provide the required infrastructiire in terms of roads^ 

railways, power lines, warer supply and an urban social 
organisation which servds both agriculture and industry* 


ilaere suuh iiifrastiiiture already exists to some extenbj io 
can be extended to cocer all parts of that, region; where .it 
does not exist, priorities may be established to .provide 
the needed Infrastructure for cromotion of various 


activities. 


Further in order to .accelerate the development of a 
backward region so that it can catch up with other developed 
rotions in the country, central and state acpencies mat 
Introduce a system of incentives for industrial develcrpiriapt 


as also a system of location control which will eaable 
appropriate tvpe of industries to get located in the both-a.'aia 
areas. Thus by the promotion of the devei(.;oment. of • inf'-astr-:. 
facikitles and a system of incentives ana locational control , 
disparities betAiJ’een one planning region and bh-: ether •planning 
region in , achieving a minimum level of nrosperit:/ can be 
progressively reduced, achieving uti] itme te.!;’’ the -01,10011 ■•■? 
of balanced regional development. 



The actual nrocess of ■ achieving the objectives is by 


means of a set of long term and short term nlejis and prograsimo 
for each;- of the regions sector-wise, but inter-related and in- 


tegrated. Such nlans l.e.., Eegional Development Plans will 
naturally take into account imnortant development policies and 
programnes and arr.ange for their translation into action 
prograramas so that they would be imulemented by concerned 
Central and State agencies. Thus a series of regional Plans 
covering the entire co'^untry can alone ultimately help to set 
right the disparities in developmental levels and assure a 
future rate of growth which progressively nuts each region 
on an optimal operational course ensuring both economic 
efficiency .and social equity. 
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1. Introduction; 

Regional piobleius in the country have attracted a good deal 
of attention in reeentTears both at IJational and State levels. Yh& 
absence of the space elerrant in our Hat ioml Five Year rlans has been 
repeatedly commented upon by a number of critics (johit|| i. lewiw. , 

. Chalarvarti") . The increased attention paid to this problem now w be 
ascribed to the cropping up of regional huba,l':mces in. the country during 
the process of the plaimed dcveloproent, which in some cases have led to 

political usneet and agitations. It is not altogether correct to ^uy 

.1 1 • . 4- ^“11 A no f^ionnl probleiTiS eari-i'^^r. 

that there has been no tittenticn ao all to iCai n,. 

n th- evolution of planning thought in this 

In fact, a close studj ot th« e\-iubj-.jxi , ^ - 

1 ' T.;.-,,,-,c----ioris of the problem does not justify 

country as well as academic uioeu....iono ^-i i-e i 

euoh . crltloisn. »t th. 1=«1 

isolated efforts o,t legioml ' 

, . fvio p- iiex-. is to present a cogent review of tue 

levels, fhe object u± tb.i^s Pa<.iUi i 

- j,-. fip revional rlnining so as ua serve 

various deve loprfiOT s in tne f lela ^ot xe,,i..ia . 

4 . ■ nao-:-in- and also as a ^ruide to outline the next 

both as 0 . basis of evaluaoion ..ma ai-u_ a£= 

steps to be talffin in this regard. _ . 
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2. A Heview of Plprj.lng Thought bearing on 
the Probles of Regional Inhalances. 


Prior to the achievement of iiidependonce, reference to regie i' 
pla,nning if at all waS' confined' onljg to acadenic discussions, ifention ' 
in this context ma;/ be made cf the references contained in the bool® written 
by Visveswara.jya'^ and Balalcrislma' ). In the imirediate post war period 

when a number cf mlti-pur pose projects v;ere tal®n up, the Idea of i-egioncl 

■ 'd' ■ 

developuBnt with a yievi/ to utilising the te nof its . from the nm;i.lti-pur pose I 
projects more evenly OA^er the entire region held sv/Cwy. The establishment 
of the Danodar Valley Corporation entrusted with the task of develop'/ing | 
the vallejr on the lines of the T.V.A. experience in U.S.A. illustrates this > 
thin'ld.ng. Another acadenic study undertaken in India was as early as 1956 \ 

by the Indian Statistic*''! Institute, It v/as, the Regional Survey of lysoi'e [, 
State^ by Icarrvjnth, Irakasa Hao and Bhatt which is a pioneering survey of I 

this type intro-ducing the concepAt of regional appr'Oach to planning and 

' ■ . . 

enploying statistical and cartographic techniques. -The first Five 'Year ll^g? 


cculi not devote inch attention to this problem bo cause cf the urgent 
priorities to bo accirderl t.i cort.ain sectors of the econ'Oia|i T/hich h:,d to b 


tacldfid expBditi'eusly. But the subsequent plan docuxicnts c rrrfcain specif ic 
reference to this problun. Although the main emphasis in the Pip'-e Year 
Plans is on sectoral planning both during the forixiLation of sectoral plnns 
and their implementation. It is, theref-i.re, true t o say that even though 
regional p'lanning per-se on a country wide scale has not yot been littoriiotGcl 
in the country, yet a regional apiproach to planning in the various sectors 


,1. , Ves-sEBSwarayyai" ' ' ' , ' • - 

2', . ■' , Balnlcrishm , R. : ‘Regional P3Lamlng in Irxlia, 1948, 

■ : Learmonth, A.T'.A. Hiatt, .l.'S. ; ,;’th^'Atfc,s uf" Resources of 


, %sore State Seglcisal Synthesis. 
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r.f the economy hns been emphaSiBed from, time to time. The following 

baoir/ntions from our Five .Year doc urasnts are worth quctin,.gj 

”'£n any comprehensive plan of developri®nt, it is autcmrtic 
tli 0 ,t the sp>3c ial needs'’ cf the le ss dovel.oped areas slioulfl 
receive clue attention. The pattern of jiivestment should ^ 
te so devised as to lead to balanced regional development’', 

' "l 

"Bfilanced develGiomont of diffei’ent parts of the country 
e.xtension of the benefit of economic pr egress to the less 
developed regions and widespread diff'osion of-industrics are 
among the major aims of planned development". 

"Balanced regional development end'd is pers a 1 of economic" 
activity are closely inter-related, drarfch and diversi- 
fication of econcKic activity in an under doveloi^ed area 
can talaa place only if the infru3t;^oture roquirod for this 
is provided in an adequ,ats i 2 -amier"," 

"In order that industrii'.liGaticn may bensfit the country as 
a whelej it is important that disparitie.s in levels of 
development between different regiens should be progressively, 
reduced. The lack of irKlustries in different p.arts of the 
country is very often determined by factors such as the 
availability of the ib ees sary , rav: mte rials or ot hex' natural 
resources. A concentx’aticn of industries in certain areas ims 
also been duo to the ready oavo. liability cf power, water supply 
and trials port fac il it ies which have been aevelo.ped there. It is 
one of, the aims of naticrnl planning t c ensure that tbesq* 
facilities are steadily nade. available t^ areas which are at 
present lagging behind industrially or where there is greater ; 
need for providing oppcrtmiities for enployinont, presided 
the location is otherwise suit-ble. Cnly by securing a balanced 
and eooxflinutod developnent ct the industrial t-nd the a^pcicul- 
tui'al econcry in each region^ can the entire country attain 
higher st.andard3 of livii\g"» 

Inspite of the above policy statements at the national level it 
is apparent that no concrete steps were tahen upto the beginning of the 
Fourth Five Year Plan (l969) to oonscicusly promote rcgiona.l pl-cnning 


Second Five Year linn, 1956-61, 

Third Five Year PLan, 1961-66, 

Fourth Fi’/e Year Pl-in Draft, ,1969-74. 
Industrial Policy Resolution of 1956. 


1 . 


2 . 


3. 
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as a tool to correct the regicn.nl irib.alnjiees in the ccuntrj^ But note 
nust be taten of sone efforts mde in urban planning prcfa?anEBS in the 
country which als'o bear on regional planning aspects. Ihe Iielhi otister 
Plan vjas the first premising atterpt in thdis connection. This was 
fcllcwed during the. Third Plan by a Centrally sponsored schene for the 
pro piarat i{en -of Master linns f or . ii.-iportnrit cities and towns in the 
country^. In fact, it was the town plnming effort in the country 
that preyided the raicr thrust for regional plannirxg projects, A more, 
detailed reference to this aspect Is made later. 

The planning preoess in the country involves jit i'he naticna.l 
level crucial decisicn-naking about the 'allocation of res'ources to the 
states. Although same criteria were followed for malmig these allocations 
in which note wa.s teten -of the relatively baclav.ard states in- the country, 




I 

I 



The Central riGgi'.,.rial and Urban Planaing Organis;.:tion cam assist - 
State G-ovemments .an;l orgaiiis at ions concerned with the establish- p"'- 
EEnt c.f new tcvcis, in the preparation of master pl.ans and ioi formu- 
lating suitable urben '■nd regional devolcirient policies; 


(a) metropolitan cities, •'.'t.'';te (b) 

capitals ond perttv-Wns. 


Ahredabad, 


Cochin, Delhi. 


Ban; *aloro , Blmpal,, 


‘1 


(bfetropolitan region) 

Greater iKiibay, Greater Cal- 
cutta, liyderab.'-.id-Secundralnd, 
Jaipur, ICandln, ICnpur, Liicl:- 
now, I-tidrac, Patna, Poena, 
Shill '.ng, Srinagar, Vari.aiasi, 
ViSfo.khapntnaia & Trivandrun. 


industrial eenta^es. (c) resource regi'us. 


Allahabs.d , . dsanwol , 
Barauni, '.r‘b-adrav.'''.rt i," 
Bhilai, Bokr’rc, Chit- 
t ar anj an Co inib .rt; ore , 

Dehr i- on-s one , . Dhanbad , 
Digb.'i., Durgapur, 

GriUh‘''.t i^ Gora'klipur, 

Dooria, Guntur, Jo.:.sliocl- 
pur, K.othagudam, Eirza-* p 
pur, Moghuls aro'.i, Ban, gal, 
Ipaivel, Armchi, Kishikush, 


Bha kra -ITangal aroc, 
Do'.mod ar Yr; lley , 
Dandakarnyr., .F.nj- 
•asthan G.anal iroa 
and Bihand .'orea. 


Hardwar , Eourki la, S inir i, 
Tinauidiia, Vijr.yaWada ft . 
'Jarangal, . . ■ ' 
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■fclie extent of regional consideratiODS that went into the actual decision 
^ was never made explicit in the First, Second cr even Third Five Year Finn 
dccuEents, It Eiust be noted in this connection that the Third Five Year 
Plcn devoted n whole chapter to 'Balanced He gicn si Bevelcpinent ' but 
specified no concrete fcrmla for this. This was a cause for great 
dissatisfaction in the States which led to sore changes in our planning 
approach since the Fourth Five Year Plan. -As a result, the' Planning 
Gominiss ion,, laid down certain criteria for the allocation of central ' 

assistance to state governments. 

The Fourth Five Tear Flan has stipulated that after providing 
for the requirement ■■•of the- states, of Assam, .lagalsand. ana Jamm and.Kashmr^ 
the eentral’ assistance to, the remaining , states 1 b.. distrlbiited t'O the sxtent^- ■■ 
of 6'0^ on the -basis ■ of their population, lOfS on ths' has is ..of tax -effort^ '■ 
in relation to per expit a income, the another 10^ to be. allot ±e(i„.inL propor- 
tion to the ccmmltments in respect of the cantinuing major irrigation an-d 
power projects. The remaining lOfo, it vns decided should le distributed among 
the states sc as to assist them in tackling certain special problems,. .like 
those relating to metropolitan, areas, flccds, chronicallY drought affected 
areas and trib.al areas. 

From the above trends, it may be seen that the central aHocotion -> 
to the State Govermrents new gives a definite weightage to Incisrard .anil 
problem areas, ■ This is a distinct improvement over the earlier plans, 
but still no definite regional policies for developroent 'at the nat.ion£il 
level exist such ns is being attempted in meny other countries,. 
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Besides the alloeat ion forniut. sxloBtod at the national levei^ 

other reasures aining ci; a reduction, of regional lnbaI':\nGes in the 

■; ■ : ■ . ■ . , . , ' ' • ■ ■ " ... ■■■.'■ '' 

country as adopted in the Eourth Five Year Fl-nn are : ' • 

(i) locatien cf centroil 'pr-ogects j oaid 

(ii) Adgustnents in prccedures and policies oof financial 

and other institutions with a. vic^w to encoiiraging t 
privoite investnent. 

The policy ciC location of central industrial I'r^joets in the 

public sector in the b.actencl areas . 0.3 a Eoasure to reduce inbaiances was 

accepted even before the coraaencGEEnt cf the Bcurth BHn Year Plan. Pol- 

lowing the reco;i!r;endr.tions of or king Croup oa, Identification of BaclOTard 
, ■ ■ ■ 1 ' ^ . _ 2 ' 

nreas , and .yUsc-al ana Financial incientives for starting Industries 
in Backward Areas cert-iin pronotional measures have teen ridcipted to 
attract industries. Cne such EB-asure .is a 10'5 subsidy for location of 
private industrjal prcjocts in baclcward a.,reas whose capital in’,»3troDnt 
doGS not exceed Rs. 50 laMis.' Further transport subsidy in shape of 50fc 
of the transport cost fr.r the erf)otion of plants .-'.nd traaisportatiou of 





raw raterials has a Is-..' boon introduced. Incentives neasuroe pre-vided f 

by the State Goveinrxjnts f.;r attracting industries . are generally speaking 
applicable tc all parts -of the State's alilrs. But in the case of 

Jfeharashtra the Incentive ricnsures have been so franBd as to provide dis- 1 

I 

incentives tc e oncentrraticn of industries in the I](.r,'ibay Betrfjpolitan jleg'icn j 



Planning CocmiisBi.n. 


? ifepoii: of the Ydrking Gi-oup, Identificaticn 
of BacliWnnX-- .''.rens, February,. 1969. 

Ministry of Indus-trial DevelojWBnt, Internal Trade and Coniinny 
Affairs, (JovernriKnt of India^ Working Greup Eep-:rt on Fisoa.l and 
Financial Ihcentivos- for ibiortine Induct rios in Packsvard Areas, 
April, 1969, ^ A A 
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Thii i'laiitiiitig Condiss icii h?.s since tbe Sec end P.lve Yeai' Plom bocn 
stressin,g the importance of carefully drry?n up plans at the micro-level 
.ond ho,s been urging the State dcTOrnments, to draw up their district plans 
cn scientific basis. Dux-ihg the Fourth; Plan^ more attention. has been paid 
tc this problem particularly, in the bnclward districts ui the coiuitry. 

In pursuance of n decision of the Eaticnal Bevel opivEnt Ccimcil, 209 
industrially baclemrd districts in the various States have been selcted 
for receiving concessicnol finojico in the form of lo'w interest loans with 
longer amort isaticn peried for repayigont. This is available through public 
sector financial institutions for starting small and reed iun industrial 
projects in the irxdustrially baekr/ard areas. Mother measure intended to 
help the b-nkwaid areas is the setting up of a ’Sural Electrification 
Corpuration’ fer .ad^oancing loars for finraicing rural electrification 
prc'graiTTtX'S in baciewari areas cn favourable terms. 

Among the ether policy instruments devised at the rirdionaJ, lea'-el 
mention may be made of the licensing- system -and the inithci of ixroviding 
fin:;xncial end fiscal Meentives for stfirting industries in b;:c]w.m.rd areas. 

The Iiioensing system which was conceived as a ia:..licy uC manu- 
pulate the Iccation c;f industrial i-rojects, hovxever, did not achiea''e tliis 
purpose as there were no regional plans avodlablo t-a guide decisicn-nahing 


in tliis reg.ard." 


The provisicn of fiscal .-nd finTneial inoontives fer 


3t-;rtinv industries in baelcMrd areas is llnitou to. two distriets in back- 


Out of 1,25,000 registered small scale units M. the entire country i 
at the end cf 1968, more than 80,000 units wore located in five j 

states, viz. ; Delhi, Tamil Madu, ilaharaehtra, liinj-ab m’ d'ost Bengal.; 
Even in these five stotes, the ' concontratiem cf smtill scale units | 
Was conpicuous in the netropclitan areas like 3jc1!"i1, lAaclras, Bombay i 
'■'.ncl Calcutta. ' ‘ ■ ■ ■ ' 
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waz'd states and to one district in the other states. The efficiency 

of these EBasures reionins to he seen. Per this -^topose the bachvnrd 

states and baelnvarc!: districts Yirithin the states linve been identified,, 

' ■ , ■: ^ — \ 

3. Gity and Bsgional Planning ; • 


Having outlined the few specific measures that have been attoiiit- 
ed at the .. national level eo. inly intended, to correct regional ■; iin.bslcnes, 
we ri'-.w direct cur attention to the few specific attanpts made in 
city regional planning as W'e 11 as Inter-State and intrr:.-Gt,atG regiorril 


planning in the country. 



All the Metropclitroi/urban plfins that are boinh atterapted in the 

country adopt a region'll oippro'cch ;ind ,a few fairly comprehensive city 

1 ' ’ 

hegional firms lilce tino Lclhi .i,i",'3ter I'l.ni': have bo-n p-reviared sc' far. 


Details ab'..ut soec netrr-'pxiit.'mi plans are givo,n below:- ^ 

(i) The Basic Devolo-pEC-nt Plan fer G.ilcutta^ provides the ; 

develcpKont propcs-rls for the Calcutta ’.fetx'opelitan' 
District (including Calcutta, rT:;Yrrah and other muni- j 

cipalitieo with an area of .'1-33 oq. miles). This plaming i 
Y/as conceived in tii . oontext of the d eve 1 o pirn, nts tahing,?' , 
pliace in a 'Wide area corjpri.sing of 3 states, viz, : hes"!; 
Bengal, Biliar and Crissc. As a sequel to the prGp’ira- 
tion of the Basic Development '."Ian for Calcutta 'ifetro- | 

politaii Region, planning cells 'woro set up sopr.ratelj’' 
to prepare devolopnent plans f'r ja,sar!Bcl-Durgapur^, 
Giliguri^ orA Haldir, Poirt Psegi-oti.'' i 

' ' " "I 

(ii) The Ecribay Ifetrop'jlitan Ii.egionr.l Plan* p'rep'arcd by the 

Ivfetropolitoa llanniiip Board cempaises an area of 39G5 sq. 
lave, and a populaticn of 53 laMis in 1961. 

1. "preparati'oai of Developnont Plans .for 72 urban centres v/orc ; 

undertaken" - Peurth Pive Year Plan, pn 398. 

2. Calcutta I’fctropolitan Plaruiing Organi.Dat icn, Dep'irtriont of Plannirc, 

'• . Basic DevelopBBnt ' Plan for, the Calcutta 'hetropolita,n District 

■, ■ , V 1966-1986. (1966), ■ 

3« Government 'of West Bemal Intefin Developoent i'lan - TiSajiscl- 

; Durgapur. ' (April, 19660, " ■ 

14.' ,, 1 Interim Dave loi)Eent Plan,. Siliguri (October, 1965). 

„v, 5j», P''Vh'U Developmiht and ' Plsinning- Itopirti.'Bnt, , Government cf West Ben^val - 
•''■""'''I:,', ',5 : Hsldia' Region Interim'^ Strategy'' Plan, . ■ 

'..’h-'tsombay Ifetropblitan Regional. Planaing 3'o.n.rd - Regional. Plan fer . 

, ,'l'';loiift)ay .Fetriipclitan, Region.’. ■ , {l970-9.l). • ' ' '.:.t 
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(iii) The Abinedabad City iiegional Plsii. 

■'(iv) - The ■ Plan for Ifedras City rnd its 

(y) There a nunber o£ other City Eeyl 
druiuj Bangalore, lucl-aicw, Kanpur, 
in Aaarious stages cf preparation. 

lonal Planning- at Inter-State Level! 


envirous. 

-onal Pl'an viz.; (Tx'ivan- 
Bhcpcil, etc , ) vdiida are 


The need for co-ordinating certain developments cutting: across 
state boundaries was recognised as ' early- as 1948 '.Aien a nighty rulti- 


purpose project the BVC was coticcived. It was originally conceived as a 
comprehensive effort in regional planning and ’diagbinstic surveys’ were 
iriit lilted preparatory to the drawing 'up of a comprehensive regional 
plan for that area. But unfortunatGly this effort stopped with tTe 
surveys only, and the plamirig exercise was not pursued seriously. 

Despite this failure, the BVC experiiinnt gera’-ed to focus some attention 

to the regional planning problem a nl looking in retrospect one my 

■ - 1 ■ d 

perhaps ascribe scee of/its set-baelo tm the absence of spatial planning 

effort. 


Another major developmental effort in the country - The Darda- 
karaitiya experiment - also started on hojxsful lines, tut has been going 
£i,bout its task v/ithout a developmental frame ert refex'ence. The necessity 
fen drawing up a nacter plan of development for the region cf rohabilita- 

■ ■ ■ ■■■; . ■ ■ .""'Sw,, 

tion h;as been stressed time anl ogain by the Parliainent 's Organisation. 
(G-i-’vemmsnt of India) is new ,aS3istii.ig this authority in the preparation 
of such a ?l£in« 

1, .During^ the course of its working the DVC experiment received a 

number of set-backs on account cf the ncn-co-opero.tion of the 
particip;'itin<p states with the result that teday it is only a 
project concBi-ned mainly with generation •'ind dlstrihut ion of power. 


12 . 

plonn^ exerci.. ,,,3 u..dert,-,ten ’by th 3 ...a Ceuntr,, iabbb.lb^~ 

ti» -Id. oouabob,tlon «tb. tbe fejobmnn C.,bl ,.d tbo -ate Ocb^Ct 

M -i- fa T as than. This pl-'.n i'T'.-n/-i.nf:,rr • n - . • 

Idea Xiie jTuide lines for sett If ■v.iri'i-f- . • 

- -i -beu-bicifcllt plr-.nilln/?; for 

lias not ypt fully naterialised. mt ,,3 

for the 

c .Ts'ion. areas are boiip;; drawn up. 

It is SJ,„CS the Isceptisn of bho Poarth Plvo Ye„r Pl^n thot 
ooilsldoroblo stride-s hove beou ,ooflo i-. ro,;ionn 1 plr.nr.in(, efforts ft state 
Isiol. ,or this purtose, sotB stats, Gavorn.oont 3 have s,li,t, 3 ay sot up suff. 
able naohlnoty f,.u repiouo.llet.Zs. hi .indhto 

rradesh for instance, the development of tl.e wh Te i- • . 

•■abotuo has been visualised 

iii tetris of three dlffertnt Eociops, tit., .^ol, rt-n 

^ j -‘=-r:!/"la3ocra:i oiicl 

Coastal Andhra and a Tl-n •^,)r> , 

i, -Lti.ll .1. — CfrOil , itJ UHvilOJ” p’tTi ’ 'jO “»'^n"h -i rNvn 'lan . . 

and 

Develf.priont B:.-ard w-s const itutr-d -f'-f r -i 

-n-ieiujcca .o .X hhu.- bayalaseerri 'he.-ion-in the Vca.-" 

W69 oiid this rsotd has beep tcklpf studies in this eonneoti.,r. • oon,x.o._ * 

heusive iiosource^ Inventory 'rj,] pn.alvb'ic- +.. la^-ax- 

o ua o j brin^ -out' the boaird features 

bllU 0 « ,<■ a 1 •T^/" '!'* I'm f"* » ■'T’l'i '*1 /■ 4^^ T 'y 

J ■ c..44dotud, Ourrontly 1^5 vr.-T ^ i 

xa ,yo.,r i.aan for, the area 

is under preparoation. For the Tolenirm^ S'eri-n ^ rm i 2 ' 

i.e;_,iu.n, a DevoloijrGnt Coiin.fLttee 

tifiS, been set up which is makin/.- the rennia-’+fi ^.^ ■. • 

n.-, t,L.o icquisate studies for a regional plan 

anci ^ the GvastaX Andhra ni o’-* 

ri. C 1 .JL 0 K.- kj ./lid xos r^ro r 4 "-- i />> i 

bo under way^ 

■ i. . ■ X, he.a 'a, X/.ofj'.at'O'' ^ C 't ■' b ‘1 ' ■■■■'■'-■ «X ■■■■"■■ ■■■ -■■■.■■■■ .■■■■■'■■■■ ; ' O' a-' .,■*■ ^ ' ■;, 

f ■ ‘ ■t'-- hrvfe r-;de significant hoa/iway 

tov/arfs plan propfixation .and iTO 3 lor''nt--i+-'t,vi + 

- 11 . ..r*pleKi,.ntoatxon fit regional level. -Dcvolopnont 

0 c.-r].orQtii.,'nB have bf“i''ri apt iii-i -f’ ■'>. m o.- - 

ii J.totiiwoda, Vidnrbha, Sonkain and West 
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''i Jfcharashtra ccTvreriiag +he entire state. It is understocd tlriat corae 

studies in this c ainocticn are being nade by the doMiale Institute of 
Politics and EecnoHics. 


'The State cf Tamil ladu has recently re-oriented its Town and 
Country Planning activities ■ cn a regional basis with a vieTf to preparing 
integrated regional plans for d iff ei-ent ai’eas in the State. Por tfelB 
purpose eight viable ploxciini^: ixjgions^ have 'leeii de’o-’.rc'-'.ied. 3i,i crclor 
to give effect to tliis proposal, the creation a’ the State Q: rXi and Country 
Planning Board, Regional Planning Authorities, Local xlamiing .uutlioritier 
and lew Town Bevelopment Authorities are being ccnteEipla-ed a.m the Tovn 
and Country Planning; A*ct is being amended for this purpose. 


In the wa'i® of certain new developments lilE the Tungabbadra 
Irrigation project the proposed Vijayanagar Steel Plant near Ecepet 
(l/Iysore), the State COTernment of hysore is proposing to prepare a ccmpre- 
hensive regional development for this area. Sirilarly iii other states also 
considerable thinking is going on to prepnre regional pi ns state levels 


6, : District Planning: 

District vlamlng has been advocated vigorously since the Second 
Five Year i'laii and the Planning OommisBion has been persuading the State.. 
Govoraments to organise this work on a sound footing. Barring i^srhaps 


few efforts, like the plans for b/ardha an' Kamil districts, there do 


1, ' Rural Development ,and..Local Admitiistrative DepartEient, C-vernoeht 

of Tamil ladu, Begi.onal Hanning for Tamil Icdu, lovember, ly69. 
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not appear to be EHny example n, where district planning could be 


A, 


A'"/ 


considered to mde mch heacVway. Ihi^ is ‘Deosuas pl.cniiing at 

the district level suffers from serious weaknesses| one is the lack of 
a suitable planning nacbineiy at the district level equipped with qualifijci 
persojnnel to cariy cut the planning tasks, i more important v-reataess is 
the inadequacies of the district as n viable plannlig area, li^e sise cf tbe 
districts end their 3:esoui'ce o-ententn vary and ii is n.^:t possible tc 
balrcnce .investr.ents w'itb. returns airl oxperienoa ii;:,s ini icated, that aggre- 
gation cf district plans at the State level resulted in aerands for 
enormous irr/estnents umaitehed by state ’s I'csources, Since the, vourth 
Five Year Finn, the Planning C omission iras teen midlng vigorous attempts 
to premote the f emulation cf District Plains more sc ifintlfically. But 
this effort is limited to the bacl5S'7ard districts t.’nly, ■ . . 

Inspite of all that has been nttenptod on district planning, .the 
fact remains that the district plrjis propnred so i'^.-r have no spatial str;..- 
tegoBS. fjnd the physical dinjiisions are ve.rj’' riLiCii Incaang, A raiw-h mere rege- 
rous analysis and research is indico.ted in thi:^ direction. •_ Sore e.cr.der'ic 
attempts, like the ’’titudy cf the luuz.affarnagar District”^ in TJtt.ar Iradesh 
by the Delhi School of Eccndnics, provide sceb guidelines' to the driril of ' 
analytical approaches that „say bo usud in this connection. 


1. This is only a' ceserircli incstigaticn limi-ted tc nri analysis of 

gi’ovvth prometmg find .growth, retarding; Pact ers in the district aixl 


is net a District Flan, 
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T* Need fcr a more systeixitic approach to regicaiol plnmin/!: ; 

ProK the foregoiiig review of the various efforts rao.do particularly 
during the last 20 years , we can see that considerable conscicusness on 
regional prahlecB has been generated and a few spora.die efTo.rts aiBiing rit 
regional plaiininti hare alio energ^'d. But, it itiust be noted that still, 
no dsfinite policy Gtateinont to place the entire developixait planning in the 
country cn regional lines has been rndo at the national lovcl and also no 
thirikirig: lias been directed airaing Oit suitable opo rat iouinl adjustrionts to 
iraplGimnt such 3 decision. One of the pre-requisites for such a ciiaiige 


in apprmeh in our present uaj planning effort is the division of the 
country ia. th saitable "Planning ifegions". Sore thought has alieady been 
given to this problem by. a number of researchers (Prakasa Eao, Elifit 


Miss Sen Gupta and Hatli ) . Iho various regional schGxns proposed by these 
■authors differo- in baois and centext. The work o-'"' the down and Country 
Planning Org-'’nic.ation^ has sought to rs cone ile the diodforent appr Qichcs 
an.d to evolve a scheire on n coemon Insis by enunciating the basic postulates 
for a planning region. The scherB has outlirnd 13 mcro '',nd 3d roco 
regions rind has -als.r suggested, further divisions of reco regions into 


n'.icro'-reg:.ons . 

1. liakrtsa Rao & Phat: A Pegion-^l Framework fcr liosouree bevelupmont, 

Bombay, Geograpliic.al IPigasiie Mo. 1 (l9d4)» 

2. Sen Guilt a P; Economic negionalisation of India r Iroblerro rrad 

Approaches. Cerisus of India. 1961 - Menogrrrph series 
Yol. 1 No. a, Ifcw Itelhi, 19S8, 

3. lath, V.; heocurce Developriont .legions "iid b-j.vicion of India, 

Nev/ Delbii, 1965* 

4. Pluminj;; Rogiors of India by Tiwm aaid Country Planning Org".niaat ion, 

New '.Delhi, 1969. 



The next steps in planning perhups would be to launch, c 
.ysteLi'',tic limes, a countrv— T/ide- atteinpt at regional plonniiig usi 
acceptable- franework cf regions. Indeed, all om;' attenpts so far 
Luixsf -ally converged in this diroct-ion. 
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PgiBLmS OF PT.ki^MNG & flWELQEMEM » 

By D07a Raj 

Regional developmoat has long been locked upon as one of the 

means for the realisation of the bro£d chjectives of reduction of 

inedraLities. Eyen the First. Five-Year Plarj tcck note of regional 

Iffibalanceg although it was. felt that "the need to complete pir-ijects 

slreEdy in hard have left little socpe for initiating new sdaanes 

1 ; 

for the specific purpose of correcting regional disparities’*. The 

' ' 2 ' " I 

Second Plan referred to ''aricther type of disparities’* in the 

context ef inequalities, namuLy dis’paritles in the level of develop- i 
ment which must be kept in view in a oomprdiensive plan ol develop- 
ment which must be kept in view in a comprehensive plcn of develop- ^ ■ 

ment »bo tiiat the entire pattern of investinont is ad apted tro the ; 

securing o.f balanced regionffL dovelopmert in the country." i 

PolicleB f or Balancsd Regionia 1 eyelopme^ :: 

2. The Government of India in their broad policy announ cini>.-nt 
on industrial d or elo pm ent in April, 1948 and later the Industries 
(Developmat and Rogulatiori) Act, 1951 laid u-.wii tiiat while granting 1 
licences tlie ^propriate authority cculd prescribe cc:nditicns | 

'regarding location cf irdustrial undertakings. The Industrial Policy j 
Resolution of April, 1956 cjjplicitly Icdd down that "In order that 
ibdustrialisatic'n may benefit the ecr.rjrmy of the cr untry us a whole, 1; 

' is importaxit-tiriat^dlsp in the levels of development, between | 

. . ^ , .. | 

( 1) The First Five YoarRlah - A Draft Outline - Planning GommiBsion, ; 

1951, peg 9. ,43, . , ■ ; 

(2) Second Fiv e’ Year Plan — A Draft. Outline - 39 5S, Page 19. 


2 ;- 




difforeLt regional ahould On pmgresslV'iLy rcducea ", Ivan so, tg.. 
PTObla. of regional Inaoolnoos o*e to be felt more aonteiy by.t,^', 
beginttLng of the slicties ani it pas ^parent that industries tend ' 
to gravitate towards major urban centres' with some infrastructure 
and economies of location. inoth.r dimension was added; that of 
over-urbanisation of the fast growing cities and metro-politan 
centres. Ihe Census of 1961, *lle sho-wing a slowing down of over-an 
urban growth ( S7* as ,ag,dnst ilH in' 1941-51) , reveled that it was r 
the larger cities that were attracting far more people than they comd , 

cater, for in terms of services, housing facilities ..id social overheal!, i 

Oiily 1D7 Class I cities out of a total of 2700 urb-un t'T o u I 

oj- urbau places accounted | 

for 4« of the.total urban population. And even among tha m,aior i 
industrial oonoentratlon was taking place in half a dcsen metnpolitum ' 
areas. The Third Five-Year rieu. devotei- a Aole diepter tc %na„cd [ 
Reglonea Development.. Disorsslng the urban chaUenge and growing rfi 
on municipal edminlstratlon. it was. suggest ed that "In redeveroping ’ 

existing oltlcs and building up new towns; it is of the utmo.st * 

importance that the regional mproadi should be followed". ^ Pledlng | 
for a baLsncel development between rural ' and urban areas, the Plan I 
document pronounced that "As far as posslole, new industries should b. ' 
established away from large and congested cities and in plsjining of 
large industries, the concept of region should be adopted".^ There 
has been a deamte demand for developtog counter-magnets to raiieio * 

l| ibu! .“““lesion, »61, CSiipterlS. | 

S}''. ibid i‘ - page 689, ' . '. 1 







~i 35- 

pressure on the metro-poliban centres, which are constantly tirreatened 

with, serious Dreakdown in municipal ' 

3. . All these policy declarations ard unequivocal pionoouncements 

and even some cb ns cious efforts to direct investment to b ackward areas 

hasre, however, failed to bring about the desired results. The cities 

with a population of one lakh, which in 1971 account ai for 52. 4 per cent 

of the total urban population, attracted' two- thirds of ^ill the industrial.. 

licenses. About 40 pier cent went to about 8 cities which have a popula--*" 

tion of a million or over. All the State 'lovemments encouraged the 

establishment of industrial estates, vhich failed to makegood unless they 

were located in or near major citit-s. As regards smfd-l scale units, 

"out of 1,25,000 registered in the eitire country at the erd of 1968, mors 

than 80., 000 were loc-nbed in five States viz., Delhi, Tamil hedu, Maharasht: 

tunj.ab ard 'West Beng?3l. Even in these five St at es the ccncontration of 

sm'lLl scale units is conspicusous in the metropolittri areas like Dqlhi, 

.5 ■ ' , , :] 

Madras,, horiiD jy and Gucutta. " The butt Gcmraittee on Industri:lL 

Licensing also found that between 1956 and 1966, 60 p -ar cent of the 

licences applied for and tpprovd wont to the more dev exoped States of i 

M-harashtra, West BcjngaL, Tamil Wedu and Gujarat, The diffi culty is 

that licence sanctioning authority c;jc refhse to grant licenses for 

p .rticular areas or locations but it cannot postively pronct o licensing | 

to correct disparities in areas for which applications -.re scarce. I 


6, Report of the Working Gr-'up on Flsorl .and financiol Incentives for 
starting industries in Backward Areas - Ministry of Industrial 
Development, April, 1969, page 6., 


There has no doubt, been a couscous attanpt to direct public investment 
00 som e bacKvjard areas. But - '»ar en the establishment of a number 
of large, scale pioj ecte in ,bu chi backw*^ as Bih-ir , Haihya-i^.^gg^, 

ana Orissa, wiiidi account, for -a signiii cant proportion of Central 
Govemnujnb Investment during the three plans . period, has not help si in 
substantislly developing the economies of these States,.'' 

i^iatter is that the establishment of employment 
centres and indust ri.al units cannot be brought about in a vacaua or 
evan oy offering some fin,anci-..u. or other Incentives. As the Industrial 
lolicy Resolution of 1956 itself points out - "A concentration of 
irdustries in certsdn areas has also oee-ai due tc the reaay availability 
of power, water sipply Md transport facilities which have oeen 
developed there. It is one of, the aims of national planning to ensuro 
that these facilitii:^ are ste-iiily m,cde avail .olu to areas, diich ,^ro 
ub present lagging cehind, industrially or where there is greater ned 
pidviding opportunities for euploymont, provided the location is otherme; 
vsuitablu. " ,iho slogur. of rogion_l llD-:l:.uces h;..s' cordLy helped to 
accentu.tothe scrsa^ole for scarce resources rutner urian promoting a 
progTrame- of systematic rogiciial daroxopbont that would provide the 
Uocessary inxrastructure, generate economic activity !rd attract 
investment. , Regionslism tod -y is pai essontiil f.acot of developmental 
strategy und.er ^lich a vi .ll.o local area is organierl for suxveys , 

studios, Pl'-'Ming, and dev elopmoni. with, necessary 


firiuncia]. FUpporb vdthin uhe frame’^Krk of uhe national plan* In 
order to give concrete shape to any regioncO. policy, there are three 
basic requisites: - ' ' ' 

( a) " an area - identification ard delineation of a d evelopmentilL 
region; 

( b) _a_p;i.an - based on an int eidiscipiinsry eppioach linking up 
physical ard spatial aspects vrith ceonoirric end sectoral 
prograniiae planning; and 

( c) an adgiinistretlve m a c hln ei y fo r tbs .are&i charged vith 

d etail id planning and isplecent ation, ^ 

Needless to say thet an ai minis brative frarae cai'J be evolved said can 

have a meaning only in relation to a physical area for fxincrtionaL 

■planning and dey/elopiaent. All the 'a'ccve meotiox^ei factors are 


essential ajimponents of regioncii tdminist ration* Spatial jjiri 
physical planning and regional administration have not reeeiv d suffi- 
cient consideration in the fiirnralatioii ani inplunentation of the Five 
Xear-Plans, in India, . — , . 


The Region .CQBcg jt 


5, Any thought o f region af adrainistrat ion must 

the issue ox jurisdictions. hb,:,t is a rogicif? It 
enunciating region*:!, poll dec, our p3 ■airaer? luxi no 
regions for vhich balanced d erolopmeat, is d.es:' rid. 


at 'Outset; rais 
appears t.hat *.hii.e 
clear idea of the 
In fact the 


Third B’fv e-I oar Plan itself posed the, issue in the iblloving ■'okIs; 


'The' coi'Jcept of a ’region’ also needs to oo aeiintd moi’c 
clearly. There are roglonr mtlrin atates as veil as those 
which extend beyond ttem ;ux>. dep ending on the purpose in 
view, different cancepts nay be employ oi. Faiiiin e/ery 


State, there are areas liiidi are more und eid a? eiLoped than 
others, as e:ipla3.ncd earlier probleais of regional 
de^elopEient also ailse in a variety of other contexts, as 
for instance, in -areas around meoor pro j ects, areas liiero 
new resources are being d g? eloped , end metropolitan 
region. "8 



The empheisis in fact has been cn id entifying backwaid areas rather than 
compact regions with a hierarchy of human settlements that could function 
as cohesive viable units for development under a regional administration. 

6. The first attaapt to determine backwardness of an -are ; was made | 

by a Committee on Dispersal of Industries set up in pursuance of e 

' ® I 

decision ttiken by the Small Scale Industries Board in April, 196Q. The i 
Working Group on the Identification of Backward ^^reas set up following I 
a decision by the Nation aL DevaLopment Council at its meeting held on I 

l3th September, 1968, examined in detail the criteria of backwardness J 

' ■ - ■ . ' ■ ' ' ■ 'If: 

-and the attempts made to prescribe indicators of levels o f d a? elopment J, 

■ i' 

to enable suLection of backward regions or areas for enocurfiging establi;^’;- 

fc 

■ ■ . ■ ' ■ fe 

menfc of industries, SuA regions or areas could only oe identified with 

r 

reference to States o r districts which have aii estaDlishel edministrative j 
personality Ejnd most States and avast majority of districts even in I 

relatively better off States would hrve tc be dassifid as backward. 1 

The Working Group did consider the cjrestion of "what stould be the ’ 

Unit ’ of iiiiustriiily backward region or area. It was noted that the 
Committee on Disperaal of Industries had suggested that a ’district' sh3uld 
be considered as the Unit since data on different criteri.a ex'jmined by 
. 8. Op. cit., page 151.. 

, R^ort of Working Group on Identification of Backward Areas - 
''Planning Commission - 1969., page 4. 



— *7* 

■the Coniniitteo was av-ailaDle upto the district le</el axji not below. 

As far 'as-, the availability of data is concerned, the position has 

•not ch-iiged much since then. Howev er, since far too large a 

proportion of the country is indusfcii.ally backwaid , it was considered 

that a large number 0 f districts would Cj^aaLify to oe troi^t cd as 

ID 

industri-ally backward.'’. The' Working Dro up ?£Lso reocgnised that 
even the States that might not be considered backward h,:id only a 
limited ■number of industrially developed areas aid the i-est of the y 
areas were as backward as the severai areas of the States that 
might qualify as industrially backward. The Working Gi’oup went on to 
, make ■■the folio -wing significantraconmerdation;- 

"Since the problem of region-al imb .l£inces is very wide- 
spresd , the Working Gipup wourd like to emphasiE© that 
besides implementation of its recommendations, the regional 
aspects of development should receive- greater attention in 
location of i'rduttrial urd ortekings 3-n public sector, in the 
licensing policy aid in fcrauiaoion ana implementation of 
developmenb programmes by the State Gov omments , specieilly 
for provisions of essentiiol infT'astiuctu.re facilities in 
such arose-.. "1 j 


Regions , for llupnlng ard .viminigtra tiQn 

7. In the process of plaining and devel-opment over the l.-.ist t'v.c 
decides, although no conscious attempt w-at' m-de to demarcate 
-development regions, certain areas hsv© come to be identified as 
unite for one resson or th© other. An uttanpt is being made to 
identify such areas or regions in the following pMrtigrjiphe, 


ID. Ibid, page 9-10 
11. Ibid, puge 15, 


o, . Thociiatrict has couii- to be d efinit ely id entifiad as th e unit 

0 i' pl.-uininri aid •.■auinistraticn at ■& e mi cit> level, While in 

first i-'l'itj it viS visufalisui- that ''it vdll be possible for the panchuyatsi 

and other local, I’eaionJ. aid fUnctiontd. bodies to participate activuLy I 

in the preparatici'i of pliiis," the Second Five-Y ear Plan recognised th^ 1 

district t/, have, hacu rig] tiy d ascriuai the pivct of tho structure 1 

13 ^ : ' ' 

o f d emocrutic pl-unirv;'", £«■ er sin ce tb e 'dlstri, cf has asserted 

itself, thi nka its rtro'iig .■dminlctral.ive Identity, as the boric 


unit for economic -.nd rocbonil plaining as well as plan implaaentaticn 
both ior n'-'rmul and ' iritonsive' progrsniines of ogri culture, olucritiou, 
d 07 olcpm of 'growth cities' -xsxi small towns etc. They are rfiso 
the units cf rjes planning .'as the apex b-dy of th e P .inchayat Raj 
cd min ist native structure. 


ii i K . . , ^i i at . ^ are net only the next higher planning and operutinn,! 

' ' W 

units but 'jIbo aiustituonts of a f.dor;iL polity. These include 
fiXLlfledgwd States luid Union TcrTd. to lies. Viith trcniendcus v .riations= 
in area mid population, some of them iunre population no more fc ai that 
of half fi no niulL district. They are but .ffli.cro regions with a state- 
l.J7aL sdmliiistrative stiuobure whUu the other States occupy a 
grcduiAcd position In .broai scoLa of ffipso ' and 'aacr-- ' regions, 
each with a unlfivd central itministrakon, producing varying degree of 
lmpact!4 in oporatlont. It wm' be ' ct'preciyt.d that the intensity 


of fepaxtraent al activity in relation to different p,3rtB of a State is 
bound to differ depending on the' siss of the area of coiuKiand. Spseiking 
to a Oonmittee of. the NationjfLfDeveiopinfent Gouncil in September, 1968, 

M ei'iiber C Industry); of th e Claiming Comission obser/ed that ’’ideally 
speaking, the identification of backvard regions would have tc be some- 
what different ' from the piolitical bo’jndaries of the St:.;tes as they are 
constituted ted ay.. But for practical purposes one may hs'/e to confine 
oneself to State’ s 'boundaries though in a particular State I'ike, say 

Uttar Fred esh , it nay be necessary to divide the State into mere than ; 

14 

one ; region. ” The fact of the matter is that it is necessary to form 
both inter-State and intrew-State regions and provide them -vdth an 
effective planning and administrative frame. 

ID. C ity and Metropolitan Area s - It was under the growing strains of 
urbanisation that the Third Five-Year Plan nude provision of the 

15 

’preparation of detailed Mast^jr FIeuis for urben a’vi r'.^ionel d evelcpmant”, 

A hundred, per cent central assistui'ice was given through fee Town & 

Country Planning Organisation of the GoveriEient of Irdia, for plaining 
of metropolitan cities, State cspitcls, port toviis and industri-u. 
centres. About "72 cities md towns were covei^ri during this plan period 
anti it was proposed under the Fourth PI ai to cover all cities emd towns 
with population of 50,000 eaid above, although the prograame was trace- ferrec 
to the State sector. These urban firenplai? are in most cases physical and 
liand use and communication plans for cities together with a minimum of 
the periphercO. areas. A number cf plans for major cities, however, 

14, Aunemre to Repo rt o f Working Group on Identification of 
- B.adcwai'd Areas - op,, cit, page 47, 

15. -Op.' cat., page 69 2. , 




a i t ed la .jb rep olit .ai 


for G.glcutt 


ocvering about 36 aiuniGip,al as .along vitt 


rural d istricts ‘irri th 


ter Plan of bolhl have, .however, th 


f 0 X 1 inter-Stute urban a.nplex. Another type 


dunao oc.'voi-'lng a nired rurt?l-urQ.;;in are 


1 hlgional Pl.;r. Intiuding the Durgepui’ induHtrird. 


,irea, which w 


oountor-iiv^'net to C.-flcatt 


pertinent to remark here fch.,.t these physical pl.-tns do nr,'t bear :;xiy 
relationship with eijr^nocic plans -.uxi In spite of the intention of tiie '' 
Third Plan to bring at least cities of 1,00,000 or ever into the nationd 
planning pr^cjoss, it has n^b been possible tc integrate these physic . 1 
plans v41l4 the iJistrlct cr State pi .ns, another serious haniiicap fros^' 
Oiich -11 urban pl..ns have suffered is th it with miner ..xcuptions , they 
■•iTe nob b-iokai by -.ui cver-oH aiministrative -.-..anincry, I'he 0 Irubba 
Mcftrcpolittij:) Dord-Cpment authority ( OiDa) set up only towaris the oiri 
of lS7e is but a halting attooqpt to prevido u 'cooidinating medicxiism. 
In^cEibay, the Giby tM Imusbrl.-il Pwtlopiaent Organisation (GI.D0D} is 
sai fid lifiO att®pt to undertake the Twin City PiTject within the framework c 
the met spoilt Region.ca Blm, Dqlhi Is an exception in many wiys in 
,80 far ttie entiro bnion T'orritory Is within the Pl-ni arou 

'Shd .ifeeiv h is biSbn some Intcigrejtion birfiwfecn' thb uroan .and rur -,1 pl-.xir 
'by nbnftt cf nc> satis fact, xy 




' ' * H* «- 

arrang eiBe nt s ODUid be'esrolval for degling with pTOblf^ras of 
d ev eiopraenb in the 'parts of the I'jational CapitijQ. Region that lie in the 
sd joining States. ^ 

11. Rga o urce Regi ons - The Dr-aiiodtir Valley Corporation was set 

up as esiTly as 1948 by an Act of P arliaaent end is r; case of an 
■ : . ■ 1<5 ■ i . 

interstate river vaiisy region. The Third Fiv©-IeOT PlfAn also 

provided for the physicEi planning of certain resource regions along 

vrith city Masta* F3.ans. The first Draft Outline of the B‘ourth Five-* 

Year Plan ( 1966-71) liiile discussing regionsO, .ini urban planning, 

mentioned that prqjsrauion of regionEi plans wo rs in harri, (besides 

Calcutta and Delhi) for Gorakhpur-Dec-ria region, K irz^ur- Kill aid , 

Rishikesh-H arid war, GhaziaDsd-Bulandshar, Kulu-Pi<an8li , Danclakaranya, 

Bhilai, HyvaPLi, Trivandrum, the Rajasthan Canal and South-East 
17 ■ 

Resource Regions. The last one is an extension of the P/C while 
othei’s Eare Intra-State. The Town & Country Plttnning Organisation 
in the Ctqv ernmerfc of India itsci? has b sen- p rep Eicring detail ai. plans 
of some of these regions. But here- egfULB iii most oases tho link 
with economic plans h.ns not been est utiLiEhed , her has any rjiminiE- 
trative frame been -Kirksd out. 

12, From the Eateve account it viOiQ.ci be qLqejj' that uhe ccrnccpt of 
the region has been the will- o -the- wisp of our two decales of 
planning .and development. Regional development iiEas rmcined a 

(17) Fourth Five-Year Plan - ADrs^ft Outline, 1966- p.ige 356, 



, pr.puijir 8lcg-n cuiy with pcliticii reporcussiocs. The Districts 


b'i'i ■, ctrc'D;-^ iUaini G trstive £rcra 6 'Dut th 6 Dig trx ct Plans were no 




nL^-r':, theai a O'/Lipiloti-n cf rurcO. develcpBent prograumes, which 
f-ut the muni cipfiL >xoas as such aid there was no atten^it at physic<\l 
and sp ati -il pi ujni n g e it h er at d i st ri ot o r at the St at e lev cil . The 
':re5ar for which ph/ric-l plnRs \.>ere prcparei iacke'd the necessary 
o-ntout of ocoiiociio and ra. ct-nl pi .iss and the •Tlministrutivs madninery 
to i^mplemi.rt fch>.:r.i. Wiierevar it was P-ssible to crmbine these factors 
even t'-' a ijmite] degree, some reEu],ts were achieved , 3 s in Delhi, 
Ilishikesr>-H;iridw:ir, iiihia-J, 'ind Du rgapur regions’, IV an there the 
larger perspectives of rugifn,al devaLopment h.ave beeii aos-int. 


13, : . The need for regie n-al organisatien, for pl?inr.diig and dev aLopciont 
tiri-ses oil the 0 rife’ hrind out cf the inability cf - State or Centred. 
Governments todej. efftictively with pro d 1 etas of plonnlng aid devclrp- 
ment in different urD;in aid ruroOL areoiS -.nd on the ether becauso 
there are regional prr Dloae that lie beyond the cap., city ..nd juilsdic- 
ticBs cf th« exietlng local Itv J. uUtJioribifeS. Th.o State 1.35rel 


art© eats cai h ve plans for sectoral pir.graiicus but coin. ,t ut tho 


Bfimo time linkthi© up with the local pbysicra oil rpntial 


■equir 


'jiuont, 


cf the various geogr-sphlc --nd administrotive divisime of the State. 
''’Hatir.nt.Q. and St&ts w.conomlc dev iilopment plans and pr'’g ramies must 
hewily^reXy on the details tf ragloinoa plans. Whiare fdequoto 
ri’gioivli. d w iiopdeiit plins and' ptr grammes are lacking, the 

,p,f' natii^nat- ‘.-^ocijQalc-'dtJv.'csiojffiont prcgraiiines 


-;13i 


is decreased eind the cTfx-8l.l gains frcri natinrjt?! irr/ estrisent 
IB 

reduced. ’* The locfil rural or' urban governments t-ill ever the the 
vcrld are looking for higher level regicnsl authorities tc handle 
their CRariic-n area ■'.ride problems cf pi juming and d ev elopm ent , Who.t 


is needed therefore is a regfonial authority at a level Icwer 'than 
■the State Gcveriiinenbe that ■'rfouLd xnab7ie decgritr.slis'ifciorj fn-iri top 
jind' above' the la^el of locsl bedies, vhieh con be e'nabled to : co'Sbi'ne 
and ccopercle in natters 'they connot h;;:.i'dle, Tho:re nay, heweyer, 
be sorae oireas that may involve inter-state C 0 '~!j.per.ation, 


14. i'iev'bnits of region td government si’e emerging in many largtjr 

stfites of Western Earo'pu. In Ittily "regioni" vhldi vere supposed 

to have beeii as long age as the lote 19408 h.Vt. finfoly been sot up 

and hid their dire r-t elections in .1970, ct ns-hitufcirg a fuil-flvagtd 

19 

new tier of government. In Great Britain I'^rge numb rr of 

acsdoadcs, politicioins , edministr '.t: rs and oitizxns fre asking for a 

far-readiing d e'/olutioui of po^wor from tha Gcntr'-fL G-verninOit to 'the 

regi'-nol levels. Ap.-u*t fr-in the GoverGr!; ent '.-'f Greater Lo-tri. .n, the 

Roy-.d Com miss i:.-n on-Lo-cal Orvon^mont j.acomr.and.3d the sotting of 

three iuebr':^'prlitffli areas and 68 unified I'-crl Governments r.'.viiig oi 

populatim of 2,50,0-00 to u millic-n. ’fhe Eaud a-.nr.l ssi-nj ols'- »;^lendod 

in fervour of the croition cf light pr-'Visinci'.'l u-iuicils , whid; vt.:iXLd 

20 

cy;'rrespond al'osely to 'the existing eornomia pluining regie ns. '> 


18. Isard ,-jnd Cuiubeilu'w - Ed, Regional ucr^nomi.c hi •aiming - Orgsmisatiou 

. xordSuropoi/n Econoitic Co-operatiem - Baris - 1961-pige 22. 

19. Region.'id .Blslinitig tmi Reglonsl Govffl'nmert in Europe - ItLii., The 

Haiue, 197 1, page 30.' , 

20. Ibid, page 46. ■■ ■ 


*"# i'is “* 



In Iranf’e tiie tfcginnings of region. gl policy caae in the inid-fij'^ieq 
from the dcndnant ccncern to promote the decentralisation of industf * 

from the Paris region. GradufiLly, howarer, regional policy \ 
regicn-l dev aLopnent became mch moro' dnsely related to national 


oconoirdc pl.anning. By 196 4 in FrEance, physic.al and economic planning 
was Vested in 21 'regions' created by c rubining a number of 'depart- 
luenbs- ^vith one f t?x Prefects of the principal department function- 


-ng as Lht; rt;gi' n, J. Prelect vith u speci.-PL supporting tedinic-al 

... jLliberative b-dy^knowi- as the "Gcmiiiission do dev elopmait 
ccx.iy mi quo reglrnc" (ajhER), RegionoL development has .assumed 
a bro-.dor diQiiJBic n cf "evordrig cut the large disparities in 
resource utilis .tP n u'xi living standards which existing in the 
different regions of the ec-rnomy in order that all regions could 
make the maximum contributions to, .and reap the maximum benefit frem, 
uconomic and socird dwolo^pment''. 

15. In India there arc mall Union Territories and some smai 
Strtes that -.SCO thcoselves mere r^r less regional units. All that 
iB liecessary is to give a physicod otfid sp.uti.^a basis to their planning 



pmcBBB, IB raoBt hrw.var triii k.- 

■ p ic 1% vili bo noceeeary tr idemtil/ 

i-oglr.y-il units cnvirlng U f,„aistrlsts In a ormp ot honrgenrus 

«lth qjproprlata etmatare of hdu.a sottlanants ftr 601l_n,ai.ant 

Mid BK-vth. Iha i^ostlcn is whathar, ns at pr.isant, th. 

Eistnlst SSU bu asnsldarod as a gbcd ansugh unit ft r pla.-nilng art 

■' ^..Biunfc^. Iha 'u^al- Urban RattiicuBhip OnEanittbe considarud tide 

: i0i «iloa rt, SCO ■ and 


“J l5j- 


reprcduced belcvi! ' ' ■ _ 

"For thepurposs of convenience, the district may dg taken 
y ■ as the regionaj- unit for planning and deveiopmenb. The 
Committee are aware that districts vary in size and^ 
popul-'t-’on Seme of the districts are two l.grge, while 
some o'ther^ are t’.o smd. 1 . They do ret ^iways h.-y reghanal 
or eccaiomic homogeneity. It is tiue that fill the aisoricts 

of the country cannot be the sane in size and population 

and topographicsl features hi-ve to be rcotened with, 
hWertheless, the Committee hopevS that following the 

emile cf tU fcmatioi. cf blc*s, uiilt= of 

within the district, the qiesticn of re-d justing disbr e 

boundaries in order to make them a)nform tc natural pio*. j- o 

• i. -Ti - Hvr -++■ i.nt-irn r f the Strte Governments, 

units mil receive due ..diuennion c i wue wu.a ^^,.0 

In .miy case, for dministrative conveience, th.e^aieuiici 

mast be accept d as the regicnjil unit for planning arfi 0 

d 0? eiopm '-mt for the present." 

In the course of a std y of the Planrdng Regions in llie Hyso^ 

State (B60), M/s ^rskasa Kao and Bhslt points out thiit there ore 

816 diBtrlpts oat of a total of 31D la Irfia ohiefc nom ro-aijust.oDt 

either beomse of sreo'or Fopulotloii or both. . , . In bany Msec the 

District bourd;ricE cat across diiferont ph>'sio-at 5 b..r.oc.it ]>gi..n. jni 

iaaotionoiLly i* or-relotod !:sxi therefore are hordly sait*le as 
■ 23 , 

plarming units. 

j 4„v-? /.+-iAn rf e-ristini-' districts will bear 

16. That the area and jurisciictiou oi e..no.uii.u 

scho cossiderable odjustbonts cshbot be deadod brt ,i.y such .djastbert 
set into Dotio.n e-chsin of dbinlstrstive ®1 territooriA • riontations 
aid adjastaents of lani' records that tend to dlscoarsge dad. a trend. 

. It Is tdac a fact that niany distri-ota in India are farrly large mt 
popul Aion of about 8 bUllcns each ani having a ."amber o f rarA and 
arboon locd authorities. a,en if some boundary Hoastmoonts are mhe, 

22. Baport -Vbl. 1 -tllnistry cf HeAth & I’, ally Planning - 1966. 

P*-*^^* ' ' Rani4 ,nni itT atjnibK — Indian Statistical 

2S V L.S. Prekasa rianniug 

Tnnt^tute. GaLcatta, ..196 3. ” '?^® 


the district r-s a unit is bound to stay. On the other htind ^ it has 

been S(;en that a number of districts together have c-mmen prcbleias •pci 

sroie the irit-ar-district prcblane reepire a breed er exea 

iiii irt rriauv ri.l soiainv.r on the K -iXpur region held in 1967 ldentifi<a 

»ai .-jren of p.jvai j •■ining dirtri cts as a compact regi'-r. icr d es;- .ir.r^rcrt 

24 25 ^ 

vith K qur r-;s the greo^b pole.^^o^' ^ recort tkf- 


P. G' venTa.,nt 

re c ■■ nt emel ; .t ing 

the 

: setting 

up: c. f four more d tv eloy_ 

nt CO ipr.r ati r 

iS tht, pattrocn c 

f.b 

, Hill 

0 cv v-lry;iii ent Corpo ration _ 

e o.f tr.ym f r 

xlie Bundeikhand r< 

.;gio 

B. The 

cembining of a rj'oiaber of 

stilets unaer 

a .01 via i ..ncO. Ccinmi 

Lssi 

':nv;r for 

cert-ain adirdnistr-ctive 


purpt,,seB is ui old practice ojd it ■ should be pc ssible te rationalise 

the o;'iiipcisitlcij atil boundaries o f these divisions in terms ■: f pltiBning 

liio Ktdipur otsiiiiar maie soiae pertinent recniaendationp in 
26 

this regairi. 

Hm IlII-H itfiiiiinistratioD , , , , ' , 

17. It is, therefore, nocccs-.ry that U.c existing dlst-ict units 
sh'.uld uport froiu any possible tKundary ■•'U jurtmonts be 'riont-od in 
tw respoote: 



(a) They should become the a 
urbiai filth nr it leg ond it' 
rural .iti urban areas;. 

(b) The plans shfuild bo basa 
pi -11 latoiiJ liking the ru 
Oil '^iHO fjcJ d esT iuopaent o f 
la entifl^ growth points 


soi on aphysic.-il spatirl 
rural find urbon ;iroas P r a 
f infr.:.stiucturo in rolati. n tc 
!■ vili bhfe hier.archy of rur d. 

■fina urban scttl^aontB, in the district. 

''■** cf' Industrial und '^rban Growth - The Case 

•*. K npur - MttOffiillttfi...; X^g^oo' -c ; ' . ■ ; , , 

ab. Tiaes of Jrrilu,,V-f«^b,.| ■ 

»■-. Op, .-'it,. . p-a4:;^7-.^. ' f 
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, .This, will obviously require much stroriger plexinirig 

■and developineat. authority ot the Di strict level. " 

Apart Troiii the district units-, there are in some of the States 

dcQinaxit 'met rnpelit an areas, vhidi wiH hr;ve to be treated ns 

separate urban regions of vfaich there wr'Jdd be .an- ut a dozen in 

the country. 

18. In the larger States these b.asic district units and met it - 
pclitan regions m. ay be group d intr ' suitable regioroil units under 
the Divisional GoramisBioner wh'- should h.-ave a uecKnic;:!. s'uj.;porting 
te.sm for oo-cidinating physical- yard e o: no raic pious within the 
fraae-wark of a brood State Plan, This regic:n.-;l autho'rity may ?.'ls.O : 
uniert.ske prc-grr.mraes -.ud wxrks of iU inter-district noture. 

19. The -greuping of the districts c.-u'no't , b: w .ver, be ^n ■ ;arbitrary 
u.utter... The State Planning 3epc.rt;:i aits should , os reo;-mu>.nacxi by 
th-s K.ai^oar Seminar, sot up .iPRagiou:!- Planning Divlsioa, consisting 
nf inter-disGiplin^:ry te-m including physic.-l pi anno rs to divide 

the State into aljacent idministrativc units h.ving in'toiTifil pr.o'blcuiS 
of sudi a diaructer and scale that they need to br- br-ught h-gother 
as a region for pl.aTining md diwelopment. The id e-ji.acy ;:.nii viability 
.of the .xre-i from the point of view -f uevelcpro. ent-l ■riministrotioh 
will sis.- have to betaken int.;- occunt. The State Plans cu then 
Da- Das id ou rogi.-inl pi ."HE and th.-= pr.,.gr9-Kues - f th.. r.-spectivc 
State Departments will need diennaiir^ through the Regi.rjupL, 
District urti netirp-olitan .f-utii( rities except in the larger spheres 
of techni&al and 'finfiaci,jl.,si%;'po-rt 'and studies and research. 


20 , 


Thurc- is still the problain of sdEiinisthaticn of seme Inter- 


State river basin rr raatropclitarj regions. Tha constitution -J. 

mle '.ut crc-'.ti- n cf .aij:. exclusive ir^uy ot, -^Xisverabi.; 

tr ‘:.i St'-;to r r tc the GefitrtxL' GevemriiOnt . lliere exe the ZoixlL G-r'-aiicilF, 
f > r e ,‘cb :f the fiv c iutc itiidiothie.vx^ untry hes be^xj ai„vid‘:;d 

.-.4.1 ter thiti St s Kecu“g:3iJicU'^ijxoii Acty ■ 1956, , 1 loose ecuiicils . niuy discuss 
uni afike reccmiacnduti ' ns te-uat mutters 'of oraacn ii.iterest in : the 
f *■^ 1 . b' uxc .jid G **i u. iX .1- *ib'\ .»tbeL V ts lihV e, cu.so .:Doen rucxie ix'} 
the cciSi- '"f u.teL. n,.x Cupitfxl. xtcji; .n .i nigh povjur consult !xtive body 
wiUi repruEieiitat i?us of the St.ates cr-Dcernfuli'- ■: This has not so liar 
pr,;ved elioctiv ea ,Bub it.ir>- hopai-thut ti:oc probl^oEis c^Xi be ixioi*e 
easily rusolvei if iiio regie ini :ureas ' vit hint thu; 

piopierly ebructural tv' w:uk iXi ...cX;(;'S:e li...d8C'ri vitii eadi otiier S'ubj ecte 
fwcyfii. dlvuctlo fitri inter*-S-tat e ci-.nsultativu body, ■■ ■ 

21. It rioai h .ixily bu aided in c nclusifUi tiiat thv.' eb'-ve pryj ur-is 

will h ;Va to taka U'lo iV m of law Or regional ^.ianniiig .-.nd Jcvulr.puant 
mthoritlus setting ;ut their structuru, o.rganipation aril int ar-relati. n- 
cMi f between the L- cal Jiitlr xlties .*.nd th.a Stat>.- b-vonin.a)t in thie 
new Gcntext tl a ^wclcpment -,1 .airdnistration. 
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(The.plajik of devslopinental policy of dispersal cf 
Indus trios and establishing new ones away from large 

and congested cities has broken dowi, and regional _ 
industrial disparities have' widened. Supor-congeBtea 
cities are getting bigger ; anc. bigger and attractins ^ ^ 
new industries as also expansion of the existing uni 

For the sake of rational distribution and decentralisa^. 

of industries, this raust give way to a lesiraole^spaUal 

Tjattern. dhe ease of snail and mediuin cities ana towns 

for locating new industries should not go in aef^rilt, 
proper balance must he evolved and 3staoli3ho'.ij« 

. The u,rb,an :3ettlomer;t pattern in India is 

lop-sided and left to Itself the tendency for big cities 
and towns to. grow .even bigger will go unchecked and inten- 
sify the drift towards magapolises, metropolises and 

larger citias, According co provisional census figures 
f o ^ 19 7 1 5 2 * A: p o r c '3 n t of 1 h ■ j t o t ■ i .i. v> r b 'tn p o ].,ai 1 ■ i c> n ^ ^ 

.concentrated in^- cities with over one lakh popnlatj.on and 
about one-fourth in nine metropolitan cities. There is, 

.. thor^efore, an urgent need to seek a more 'rational iistri- 
,, bution of urban population. A balanced settlement pattern 
for -the country as a whole, however, c:m oe achieiu*.* only 
by evolvi.ng a .s.onnd urbanisation policy plan, e^ut rending 
such a policy, it is imperative that the roodium -md smaller 
cities and towns should be made to plaY o.n aoti vu iwle by 
stimulating their growth by the provision of urban infra- 
structure developed Industrial land and In.^istriai t^-a 

and other facilities.* to attract'' economic activities to them, 
^Project Speeialisb_CprbanTp'U^^ Pro.lect, y 


It is noadless to montlon that industrl-ilizaticn is the most 
important single facto-r to Induce ^growth .and .dev-elopment and, 
therefore, oattempts on the p^rt of medium and small tov^ri'S,jS^ 
.attract Industries through positive measuras will laj^ a 
f irm^ basi s for the rapid and self-su staining growth of 
thes‘.i ar.^as. 

In enunciating the principles which should guide the 
location c f m,i,1,:-r inlustrios the Five Ye. ar Pl.ans had empha- 
sised th.r*t the loc.atlcn of basic industries should be based 
gener.ally on technic.al and economic considerati.ons. In the 
case of industries which export a significant proportion of 
their output, the location of new .or additional capacity^has 
to be guided by the need to secure economies of scale so as 
to enhance their .ability to compet-a in foreign markets. But 
subject to these lirnitations the gener.al anproach has to 
bb avoided further concentration -'f industri.al activities in 
tire as whore C'-nsiuer able devel( pment has al.r,''i.iy taken rl itj© 
aimilarly, care has to be t,aken tc set up new Industries 
away from large and congested urban centres. 

Vd'.' '',.0 /.v 'O': ■'O';,-:- Y 0. -i';'--'; '.Ok.v'.' \ ' 0 .,1., ,0 : ' O' 'o, : ''0 

Ttie Ihird Plan, had, tharef(ire, included schemes 
for the provision of basic facilities Insolectod areas, 
to create the climate for the future clevolopment of 
.these areas through Industrial, grow-th. .^ain industries 

'any particular source of raw 
.fee us,eC.^s:' tucas'-bf,;(Savelor)m0nt of 
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of l-ii’gei’- 3.reas. The benefits of a large projeet accrne 
in substantial measure not only to . the populaticjn of the 
area in which the project is located but also to that 
of a much broader region. Therefore, in the location 
i'if imioortant public sectoir projects, claims of rela-* 
tivelY backwEifd areas have to be considered f ■.ivourably , 
nroYided this could be done i,ethout dls-i^-ghrding 
essential technical .and economic criteria. 




Whether in actua.1 practice, this ha.3 been fulfilled 
iir not i s to:’ be dscertained with reference to the facts uf 
location of the large industrial undertakings. It has 
been claimed that a fair measure of disiaar^ teen 

and is being achieved through location of provects in the 
■public sector. Industrially backward Status lik-^ Orissa, 

• Bihar, iaiclhra Pradesh, Madhya Pradesh, Uttar Pr^adesh -in .1 
Kerala have received a fair measure of aLtenti'.n un.ler 
the ■; 3 rogruinme. Some of the projects haV'-, nv,. d^ubt, g 
■;to States like Maharashtra anj West Bengal ?aid Madras but 
, as, has been pointed out e.arlier, in mav largo industries 
economic and technical considerations have to over-riuer 
regional considerations and only marginal 'deviati .-ns are 
pos-sible in such cases. Obviously, backward Status have 
.also benufitted ml it may be gunor?illy sail that thu 
n'sed fur dispersal of industrial , growth , among different 
States has been kept in view within the. limits of 
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techno-ecoriomlc feasibility, in deciding the location of 
public sector undertakings. 

• As regards large-scale undertakings in the private 

sector the most important tool for securing dispersal o’f 
industries is the Industries ( Development and Regulation) 

Act of 1®51 . Ibe ^ict applies to all large-scale manufac- 
turing unde, takings with an investment of one crore or above. 
No person or authority (other than the Central Government) 
can establish a new industrial under taking except in 
accordOTce with the licence issued under the act. The 
licence to specifv the condition as t o the loc-ation 
of the undertaking and as such a substantial measure of 
control can be exercised through the Act in the location of ' 
large-scale under tEikings in th- country. 



A factual .analysis, of the licences granted plus 
units which have bean approved for undertaking new lines of 
manufacture upto 1970 se im to indicate that cities with over 
one l£ikh have accounted for over two-thirds of the total 
number of units licensed under the iict although the percen- 
tage of urban population in these cities was one-half accor- 
ding t-* 1971 census* In actual' fact,' the c^'v^rage of 
industrial units would be jroch higher on the basis of 
|j'r'.,<ducti on , as the, units, in th@s^ towns nr© .generally 
1 a r ger. ^ Tom s - ^wi th g-; 'iispiilatlon'- of ^ XO 1 akh s . md above 
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have accounted for over two-fifth of the 'units though 
their share in the urban population was lass than cna-fourth. 
Bonhay and Calcutta industrial complexes have accounted 
for over one-fourth of the units though the population in 
them 'Was less than one- seventh of the total urban popula- 
tion. 

Even in respect o'f Industrial estates, which have 
been used in many countries not only as a to-'l of develop- 
ment of industries but also as a means of securing Indus-- 
trial -dispersal and injecting industrial activities into 
comparatively backward areas; cities with over one lakh 
population have benefit ted the most. Nearly two-fifth of 
them have been located there while in respect of coverage 
'they exceed 50 p'er cent of the total area under the 
’estates. However, an important feature deserving mention 
is that the maiority of the est-ates in cities v;ith over 
one lakh are in the’ population range of one to five lakhs. 
Toims in populati-jn range .of 20,000 to one lakh hav-'O also 
received some attention under th-e prograrmie but goner-ally, 
these have small to medium size Estates. It is thus clear 
that the concentration of in.-iustrial units in metropolitan 
cities .ano larger towns has been far in.jxc-jss of the 
proportion rif total urb.an popul-ation acc^umtel by them. 

ill though the Gt 3 vafnment has accepted ■ .iecentr'a- 
lis-ation of industries -as 'a aa, lor , goal of-’p.olicy to 
reduce disnarities in the level. .-bf'-ddevel-opment between " 
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different regions^ In practice, the policy cannot be 

said to have yielded very significant results, particu- 

I'-^rly fr^m the roint cf view of planned urban industrial 

'■i‘=iveiovpment. Thi s is a matter deserving/ serlou s conside- 

ratien as the larger settlement pattern for the country as 

a whole will ch is yet to take shape will be more and more 

influenced by the ^ course of industrialisation because of 

res.,urco allocation ,and in inducing suppleKentary Gccnomic 
growth. 


It has, however, to be stated even a 1 




stressing tho obrtous thst IMustrles cannot function In a 
vacuum. 'Ihey neel the sup',ort of sevoral'factors Ilka 
good and fast transport and oommunloations, sunoiy of 
olectrlcltv, „all_davalooad banking /and flnauiclng' seryicas 
murkoting not-uork and facilities, adaquato suoplv of tech. 

n i c i in s nn ci sic 3. 1 o ’'1 v*" '>■ nlr t* r: yj • i +-1 

v....r[c..ro ana othar axtomal occnordcs 

supply Chf ancillary Sf'^rvlC'^s i 

ai imicii 'maka f-:r eccnorriy 

i'roductlon. Cities and r^rgo to.^s because 

of tha a.;Yantagos of infra-structure facilities and 

• ext:ernalf-:0nchomies biii'Tl nX i-iTr " h-p o-oP' - i - o ■ 

by them over the ye-ars have bee 

able to attract the Industries. The process of growth 
aloo .jroviaad solf-stlmulatlng. But It has tc be 

emphasizod that the '-^mw ^ . 

-taw back a maionty of the indus- 
trially backwarfl •pr'inc: -in +-u-h jo 

reflect only the lack of socio-scon^™l ' , 

ioopPo-o ;; P;p:g op:; oho. p::; o: 

Shsreforo, the pattern, of Infra-struc-t-nT- • ’ 

o;f:,:-OoOd::;-ooo:: dKto,:-:;d, dodoo'o p:;p: :::to o :.;;:o:;:,; 

./■/.v'':';o:/o;:'d. .pdo-' /^■P;..-p'"'. U.: . .ppP:',.'/ . \;;o:b/,p;p/do:pid'.;b dd'-'//o:';p ■■:.'':/pio'^t:/'/v'o/,^'::od''’ob'‘ ^>podo,\''-^^ 


th'3 t;/p'3, scale a.ni location of economic 
an ox^er-riding importrance, fur the feature 
tion of inlustrios and thereby reducing 


overheads has 
pattorn of loca- 
regional imbalan- 


ces. 


Before coming to the- details of the desirable 
spatial pattern which may be adopted for the distribution 
of aconomic over-heads and industries, it will be pertinent 
to refer to the lively controversy which has been going on 


for some time, regarding the viability of to vms of 
different sizes for industrial development. According to 
one view only cities in the population groups of 2 to 10 
lakhs and above in India can provide the environmental 
facilities necessarv for the unhindered development of 
industries, -rlny attempt to decentr,allse industries 
below this level, according to this view, is likely to 
lead to dissipation of scarce resources through a high 
rate of ortalit^'' among the industrial ventures. According 
to another view, even toms of 20,000 could ^ be considered 
suitable for the location of industries in connection with 
industrial decontrali'satioii. AMle, no 'doubt , the contro- 
vers'y will gc on for some considerable time it is of 
significance to note that the industrial’ bias of small 
towns in the population range -of 50,000 to 100,000 is 


quite marked and one- third of them had 'more than 35 percent 
of 'w-'jrkfjrs in inaustry .and it is really .n...t correct to say 
that such towns will riot prove ■ eccnomically viable for the 
growth of indus’trles. ' But there 'is no doubt th.at the 
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pa-tbern of resource allocation will have to be altered, 
in favour of the smaller towns to create infra- stru.cture 
^facilities for the orderly growth of industries. 

■*113 It may b3 true that tha bulk of mining and 
manufacturing consldared of small-scalo a nd cottage 
industries, the analysis doss land .su.pport to tha yiew 
that snail towns c.an also play an effactlva role In 
^ lndustrl.a deoantrallsatlon provided a selection is made 
of these towns on the basis of their potentiality for 

functioning as Industrial nuclei. 

an analysis of the actual trend in the growth 
of town o of different sizes In the last two decades reveal 
that the proportion of urb-an population m cities with over 
one lakh lncrea.sad from 44.6 per oent m .1961 to 52.4 per 
cent in 1971. Ih.e number of cities In this class also 
Increased from cna-slxth to a little less than cne-f„urtv of 
urbioi propertl.es. In toms of tha population rroun of 
60,000 to 100,000 the number of town.s Increas.sd fr« 141 to 
198, but the proportion of total urban, population hardly 

S„- a .decrease ■ 

if* in the proportion though the number c f tn,m- v, . i ■ 

" '-■a towns h-ad increasod 

from 625 to: 619. ; m all the iother ■ ciasses of towns, them 

was a decline in the relatlveoshare 

1 'i : Oh ■ y yip® S i 'd s 1 "Cumpah id " 


- 9 .- 


Tho’ overall picture Is one of Increasing coneen- 
tration of urban population in the metropolitan and larger 
cities. It is also apparant that this drift will go on 
to weaken or. reverse the trend. It rneiy be stated here thac 
the migration from rural to urban areas on the basis of 
current trends may be of the order of nearly 100 million 
during 1960-2000, A, D, and that a metropolitan city like 
Calcutta ffia''* come to hold a staggijring ponnlation of ' 

60 million by 2000 A, D, within its hugs urban, agglomerations, 


The concentration of population in metropolitan 
cities and larger towns entails a very heavy socio-ecpnomic 
cost. Economies that might be feasible- in urban over-head, 
investment -would inea.n a ' significant increase in the 
resources availahls for investment In other lines. It is 
of course, true that .any such economy wi]l be hardly 
■TOrthwhlle If It is at the cost of productivity or ■ 
economic efficiency. But 'che significant poin^ is tii.vit 
in the circumstances prevailing at proseirc, the evolving 
of a settlament p.it-bem which aims at a ratirrnai balance 
between Isirge, -me.iiam and small tcu/ns, will minimise the. 
cost of urbanisation and lead to .-a wider diffusion of 
devel-onment .foci in. the c-.-''Uritr7f and an overall increase 
in oroductivity in the long , run, at a lesser social ml 
economic cost. Such a pattern mil prevent social 
regression .and. seriouS;. growth of dis- economics in 


;na 


congested urban centres ana also help to dlsp'-urse th 
benefits of econoinlc develop'ment a-ong smaller tovms as 

uell o . 


the 

right polic'u to 


3 3, mj 

Lght conceivable 

be 


:.S follows i 


a) i-ew industrial devalonn^nt should ba steered 
e.'dd.f from metropolitcin cities ana larger- to’w/ns and ericoura- 
ged in evQrw nossible wi ■' in the, nacliiim and srnaj.lai'' to-'/ns 
in the populati on grou a of 30 ,000 to . , 00 ,, Ooq , The poll c'?' 
should not irapia'- ' ar v restriction on the normal exnansion 
(as dlstlng-’ished from, substantial expansion; of industrial 
4.i. rms alread'r located in the aevelopecl centres, or on the 

os ua-aLishmen'c of 'axnort' industries which h,ave daci si ve 
locational, advantage in those areas. .It is, however, 
desirable- to see that the new industrialisation is not an 
a scale to eneoura-^a frash migration into these cities and 
towns. .imon,,; the larger cities uith a nopul-;itlon above 
600,000 inau.stries mav be aUowed to be set-up in axcen- 
tjoral c--.ses onlv, nrovided the Industrial corapon. 3 nts of 
bne v/ox’kin/ force is subst-antiallv balow 30 per cent. 

b) fhe medium and smaller towns in the populati cn 
group of 30,000 to 200,000 b-a encouraged in everv 

possible wav to racPlw Indostrlos. Of bourse, in making 
? selection of the towns out of this group for rauld 
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Indnstrlalisation, preference shorilci he given to those 
which are alread-- showing good growth potential and are. 
Ishely zo siake- significanr contribution to decentrali- 
sation. Toivns in the population range of 200,000 to 
500’, GOO should also be favoured for locating industries, 
but, generalav, no new large-scale industrial undertakings 
emploving more than 1,000 workers should be allowed to be 
established in -such cities except for over-riding techno- 
economic reasons. 


c) where in the context of the existing urban 
settlement pattern, it is desirable to develop nev/ Indus- ■ 
trial foci for balanced regional devalop^'ent, careful-' 
thought should be given to the establishment of , com/oletely 
new towns. Heav-^ industries which are not particularly 
tied to sources of raw raaterial , . fuel vetc. , and therefore , 
permit of a good deal of flaxibili in the matter of 
location, should be u.sed as a tool of davelcpmoj‘'t of ;rich 
new industri-al centres. 

d) 3ettin.g-up of he-u/y inaustrial projects of 

considerable magnitude should be geared to regional develo..'- 
)T!ent plan so that their pot-entlal for induc.1u-g svinclementary 
growth m.ju’- be re.alised over as 'wida 'as -:-in ■ as possible, 

'i.'be planning ox the industrial tov/nsbip sho’xld be conceived 
as an integral part. of a ri.gional plan from. -the ve.r^ 
be.glnning as oth .avi'se' . the whole course of sufosocp’ent 
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development will trace the familiar pattern of congestion, 
ovar-crowding and. deterioration, fri'stratlng the veiv 
objective of raising the st'andard of living. 

e) Ine question of establishing new towns will 
also merit consideration as it is conceivable that the 
establishment of such new development foci will bo the 
most appropriat-j step in certain areas for the dispersal 
of industries. Of course, the setting up of new toivns 
in nlace of adding to the facilities of existing smaller 


urban centres will always me v-in relatival''' higher per 
capita investment in overheads, but the circumstances of 
particular areas and the needs oi dispersal policv may 
verv wall make such a course the most appropriate one. 


f) The relocation of major Industries from 
GXistin.g centres of concentration s’lch as the metropolitan 
cities and liirger towns mav not be favoured as the process 
may involve the communitv in serious economic loss. But 
whore Develonm 'ant Plans have been preparad and shifting 
of some of the major industries becomes a mutter of 
planning necjssit^''- due to their being non-conforming or 
of abnoxious character, it will b- apnropriaco to seek, 
dispersal of these industries. The need for divirsion 
of new industries from these centres to satellite towns 
has also to be stressed ahd should be considered an impor- 
tant plank in the programme, of • dispersal’ of industries. 



g; Small Lov/ns in the gpoDUlation group of 
20,000 to 50,000 v/hicli can function ns the focal point 
,of devolopraent of surrounding rural areas .should receive 
their due share cf attention because of their potential 
for the improvement of rural conditions. There should 
be an emphasis upon progressive development of these 
towns and the industri.al development should be of a ■ 
pattern to provide varied types of industries Including 
processing of agricultural products, manufacturing of 
agricultural impleinants, farm produce, manufacturing of 
improved tools and equipment for village artisans and 
servicing of farming equipment etc. 


iiare forir).ulatlon of a uoli cv reg 'irding loc-ition 
auci distribution of industries in the interest of contro- 
lled urbanisation ana b.alanced develcpmant of aiffsront 
p.'irts of the countrv will neither s.ecure the de si. cad 
result not the mere extonslon of legisletion-tG' cover 
.audition.al inuustries by itself be effective unless the 
licensing of industries is done v/ith due reg -u'd to the 
naad for promoting bal.-nced urba-n industrial development 
in the cou.ntrv according to a pradeter'!'.ined .sriatial 
pattern. It is, th.erafore , suggested th, t the Licensing 
Committee .'it the Centre and the dfcate InduTS tries .doa..:'’ds 
should .at the time of ■ licensing , , unit fmr-ish .p 

certificate to the effect .that . the loca.tion of the 
industr''" has beeTu approved with fi’ll peg.'-.rd to th .3 
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raq-irenants of inaustrlal dlsparsal policv. it nav ba 

rafor in this context to an analogous provision 

Country Planning Act of the iI.E, wherein’"**^'' 
a o 1 s stipulated that nc factory of ncre than 5^000 sa.ft 
may be built anywhere at any ' time uni . 33 the too rd of 

that the development in questior! can be 

P' ^^■'^'^istently with the proper distribution of 

in.uustrt'- In the country, 

ioistly,, it mav be mentiome for the 

sucoasafia l,,pl:3....ntaW on of tho ncllo, - ropardln^ locotlcn 
ana distrlbatlon of inanst.rlos outllnjd on- Intogra- 

00:10, tta to induotrlolilntlon, 

■ ...ni s .tl.,.n, and infrastructure' investment on a region, a] 

basis is urg-ontL-^)- c-on o:v,,, .n ■ 

bo OJ. c.a„,i'.ao,i XUJ. i-rom rne pr-ctic P nc.int of 

view it -will be desiiMbio fo-. th > ... ' ' 

-u - ...do bo- .j(o.o-d :jo'./ernment3 to tra^ 

tc achi -eve a.n i nt ''frno ie -p ,-,.0 

o.t tuei,.- oI'Uk; .an..i actions in 

t.tis behalf within 'th.f finam tv/orb oPv broad- v* -.p- - ^ ,0 

2011 'iS int'-': V^pi f*V’, a 4- 

-.lo-t! the .^u.tois nay be .aiyi.:.ied f.-ar such 

n.av consist of font to six Mstnlctc vAich arc. ltnka.:i 

tognhor ocononlcnlly form vi.sblo nnlt.s for .,]....n-.in, 

the::ap:|bj,qc;t:ed;::pybbp:pg^^'|.:o.^: 


Hscussion paper 


SEMINAR ON 


”REGI0F;JI IMBiiLilNCES - THE PROBLEMS AND POLICIES” 


(with special reference to Industries) 
March 3^24, 1972. 


"B.iCKWARD iElEAS IN POOR COUNTRIES: PROBLEMS AND 
PERSPECTIVES OP DEVELOPMENT” 


Om Prakash Mathur 


Conference Hall 

INDIAN INSTITUTE OP PUBLIC ADMINISTRATION 
INDRiiPRASTHA ESTATE 
New Delhi. 


t 



BaCKWARD AREAS IR POOR COUNTRIES; 
PR0BLM3 ;'iND PERSPECTIVES OF DEVELOPMrllT 
(with special raferenee to India) + 

by _ 

■ Om Prakash Mathur* 

SPURS Fellow 


In this momentous decade when men, in quest of extending 
thoir knowledge of science and tachnrio!:^ ^ have stepned on the 
celestial space, we, in India, are struggling to evolve ;a o^j-orkable^ 
feasihle and acceptable strategy for developing our backurard areas 
and regions. The concern for their development and progress has 
never been so high on the agend.a of national priorities o.s of now. 
The last few years of turmoil and unrest, tondencie s' of disintegra- 
tion, and massive demands for either bigger state-s, or for the 
division of the existing geographical bounlarios of the States are 
evidences of, or_at least speak of, neglect of attention of such 
areas. Tlie situation today has reached a stage when it is no 


+ This paper wf>.s originally brought out, in April, 1971, as an 

occasional paper of the DeStartment of IJfban Studies and 
Planning, Massachusetts Institute of Technology, Cambridge 
m-l is being circulated^ as nart-of background material with 
concurrence of the Author. 

The views expressed in this paper are the sole responsibiri'ty 
of the author, ,and do not reflect those of the Small Industry 
Extension Training Institute, Hyderabad, or the Governm,ent of; 
India, or the Massachusetts Institute of TeclinoloiTy, U.S.A. 
The author Is indebted to Professor John R. Harris, Associate 
Director, Sneclal Program for Urban '-'Xi-l Regional Studies of 
Developing Areas who read through the draft of this paper and 
made extremely valuable, suggestions. However, only I am 
responsible for the inadequacies of the paper. 
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longer open or optional j mu eh less desirable) for the govern- 
ments to defer the development of boiclward ''reass alterii'env^j 
to these are a threat to ^ the democratic institutions, tc politi- 
cal stability, and may be to economic -freedom. Such an eventua- 
lity should not cause any surprise - the sheer magni tilde of the * 
task touched, as of 1961, approximately 86 million human b-oings 
: in India, rou-'-^hly 20f of the country’s population! 

The problem of backward areas is neither peculi.pr to India 
nor a characteristic feature of 'only the poor societies of the 
world, ’^•arring a few exceptions, and v-ery few kadeed, -all nations 
belongino to the categories of rich and poor, plannad and laissez- 
f'lire have the stioma of incredibly high intar-regi-onal differences 
und backwardness. The Appalachian region of the United States,' 
the Acquitaine region of Prance, the Mezzogiorno of ItoLly, the 

- ■ , 41 % : 

Macedonia of Yu'^osl':,via pres-ent problems perhaps as diffi-cult 
■and repugnant as th''.s-e portrayed by East B-engal in Fakis'bani 


Nor-'leste in Brazil, Oriente in Golombl-n, , and loa 
e-'istern Utt'ir Tradesh in In-iia, Even th-e sm.d.l 
countries (af Sweden and Switzerlrind with, per c 

over ^'2500 and high annu,al growth r.^-tes ; h'ave- th 

pddi: ; d ■ 1. .: ■■' ■■ 'd'A-' d.- V ■' '"d ' oa'a - g 

whore, by anv stretch of im.a.gln.ation, one would 

backward regions to si'mult:.ineously cooxist irith 
advanced regions. It, however , does .not m-'e.an t 
essential features of Ipackwardness- are ^ the s-ome 


yl a seem a, .and' 
and affluent 
pitcaminqoEo ::of ; 

o J pr 0 bl „m ; 1‘ G a. 3 

not expect the 
.’gv -.'lopod .''Pd 
h-'it the .nature or 
in t;'i'.;s..'! countries 



or regions. In la.ct, they are widely copart, Benjamin Ghinltz 

.ilentified seven distinguishable' types of distressed ‘ areas in- 

the United btates, itself, and suggested the need for appropriate 

policy responses to each type of distressed area problems,^ 

Gross-national-ly, the Appalachian region of the United States 

wj-th 2 wvaged lands, unemployed .and to some extent unemployable 

miners, absence of public capital and Indigenous entrepreneurship 

has little in common with the Acquitaine region of France wtiose 

main problems are related to aging population structure^ net out- 

rnigra,tion, depressed agriculture, and below average incorae levels. 

Between the rich and poor nations, these differences are even more 

rflarloed. Vfnat, however, mahes the problem of backwrard areas in 

poor countries so distinct, critical and urgent is the fact 

of the sheer size of the population, their abject poverty, high 

illiteracy, extremely low levels of subsistence, anemic enter- , 

prise, and a kind of desparation and hopelessness that obtains. 

in these .areas. This is the well-known Vsyndrcme of collective 

2 

poverty’ of the backward areas in poor countries. 

Almost all countries hav-e been attempting, through specially 
designed policies, programs' and measures, to develop their backward 



Chinitz, Benjamin, "The Region.al Problem in the USA," in 
E, .' 1 , G-, Eobinson ( ed. ) , B.ackwcord Areas in Advanced Countries . 
Proc cedin'^ s of a Conference held, by the International. 
.Economics Association, Macmillan, 1939, 

Friedmann, John, "Poor Eegicns ani ^oor N-'tions ; Perspec- 
tives on the Problem. of Aupalachia", Southern Sccnpmlc 
Journal, Vol. 32, April,. 1966. 
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areas find regions. The range of these raeasure s and their 
a.p’pli cation, hovjev£5r5 Is widely different. Vfnile in some . rj 
countries, extremely direct measures such as estahlishment of 

large sca^le enterprises in the backward areas have been employed, 

in many others there has been depondencs on/a;;Variety of direct! 
-■■.ind indirect incentives. The' fact that the s.e regions, notwith- 
standing a host of measures, dare still identified as backward 
end distinct entities shears that the efforts put in have been 
far from adequate. 

The inadequacy of efforts particulorly in the loss cevelorj- 
ad countries has many an toe e-ben ■'s. Faced with the acute defi- 
ciency of developmental c pi tal, these nations o.re split widely 
on the need, .iustification and wrisdon of channelizing thair 
investments to the backward airoo,s where the returns .■■ire suppos- 
edly lower, than the investment in the progressive ' r^,:as, Is a 
consGquence, thare is n eniUess .and unpr-Tiuc tive dfebate on the 
trade-off between rapid economic 'rrov;th ( efficione 3 r) .-jv-:. ixitoi*-" 
re-iion-d equalization (t3quity). /.part from bringing Into fcocus. 
the. insap ■■r.abillty of political aims, scci il .justice .'jod 
e w ..nv/iTii'.' eixiciancy, this controversy liris har.^lv helped in 
evolving. '!.ny criterl'on for rati.on-:.! ,allocati^:,n ef investments 
between the backward areas' and ’progressive areas, Heit.hor has 
■any light between sh-ed on the determination of priori tl' 3 s for 
those alternative national .goals In,. any given framework of timo. 
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Another issue that steins out of this precllGarnent is related 
to the ooals of regions themselves. Should the regions operating 
Tr-s suDsy stems of the geographically determined national boundaries 
choose to m.aximize fhli'ir nei;' Outi^.t independent of tho national 

welfare optimizing fionc ’-ions, or should the policies and programs 
of their development be considered within the framework of the 
no^tional goals and objectives. Wnat is the process by which the 
national goals can subsume the diverse regional need and asplra-j.- 
tions without being accused of Partisanship, or parochialism, if 
the latter view is more prevalent? 

Literature on the' whole gamut of issues concerning the 
development of backward areas is scanty and largely disjointed, 
Forrmal models based essentially on -^he postulate -of economic ■ 
rationality and without the social and noli tic, al context of 
choice contribute little either to understanding the phenomen of 
backvierdness or resolving the formidable task ■of defining fin 
apprciach for the development of backward areas, /nd, therefore, 
the basic problem persists: 's.'Jh.at should be d on .3 in terms of 

formulating a policy, or evolving a strategy or drawing up spe- 
cific programs to develo'^ the backward areas in less developed 
countries? It is essentially this . question that I have myself 
.addressed to in t’lis naper. In v/ritlng this paper, it wa.s not 
possible to avoid dlscu^fion of. related key issues. Tho craivos, 
therefore, is somewhat wider : but not frivolous. 


1 , 


nr^ntroyf^rsla l of 

ufhether the bac:KTrrd areas should be developed at all, at 


’ . a 4--h “TO oh o^1 rV in ri '3C' ''ncTal^;l 

least imtil an iin^a^fxnea tnresn..-^.. b 


developnient has been achieved, co»*inuef ; to feature aS a uajor 
controversy M almost a3.1 planning models of the develapea and 
less developed countries^ The: genesis of the controversy is in 

_ . - .u „ ^- 1 -P Qn^ the one hand', for instance, tne 

the planning goals iL.seii. -*i- 

pol itlcal leadership of oi country, for reasons ttia-t -no oevicus 

enouth, Is snxlous to achlsvo ranis ani substantial incraases in 
par capita national proiuct, ■ahlls on the otbor Hand, I" 
stronply committed to redistribute the fruits of economlo crouth 
hotueen peonies -n ! space. These Pols, as the classical Inter- 
pretation ooQS, arc Eutuall'r incompatible in a "shcrt-rm". In 
the lone run, hovrever, it is contended that there is no Incon- 
sistency between these yr-ls; In fact, they may well complement 
each other towards aocomolishiny the ulttoato objeotlva of social 

ad vane ©mout • ! 

This reasoning h-:S "ivon rise to serious polarizaticn in 

economic reasoning.^ The proponents of '’growth", which to them 

is .'Hji inescapable nati'nol .goal, argue ohat ;f:or_the less level opeu j 




3 . 


gpa Aib.'.rt 0. Hirohmon, The Itratew ot_X c i i np mlc , . , .E Li Xi^XII^ 


YalJ University ^ress, 1958, Gunnar Myudrd, 
rnd Under'lovaloPQd 'Regions , ..London, 1957| and_.-aai SXo. 
"Unbolonoed Growth" , Oxford Economic ''■''aPor_s , June, "* 

an excellent Jiscussion of the implications of Balohced 
C-rcwth vs. Unbalanced Growth Strategy for inter-reg-u.n.hi^ 
growth ''nd davolopinont. Uarticularly 

interprotati.ohs o.f i)olarization .(backwash) and tiie.*,.!©-- 
(spread effects' on"' regional growth patterns. 
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couii'cries who hove scarce supply of resources, any splitting 
of the invsstahle funds between acivfuiced and backward areas ’^11 
slow dovjn the development process, ;and result in overall lower 
returns on total investment. Investment will become inefficient 
and a successful take-off of the economy will get stalled. On 
the positive side, this school of though asserts that the concen- 
tration of resources in progressive areas v;ill permit these areas 
to grow sufficiently fast to acquire a moimentum of grov/th that 
will eventually trlekle-dovm to the backward areas. Therefore, 
a strategy of concentrating investment capital in the progressive 
areas is highly appropriate in the context of the less developed 
countries. In other words, they see no justification, at least 
in. a supposedly short neriod, in allocating investments for the 
development of bacto/ard areas or regions. 

Those who support growth equalization, or what is laaoi/m as : 
tho balanced-vrowth strategy, rest their case on at least three 
counts. Firstly, they argue that by a proper inter-regionfil 
allocation of investments, the country can maximize its total 
welfare as the m-ir.ginal -utility of income in the backw:m?d rocions 
is generally higher than the progressive regions. The positive 
affects of a more even distribution of income on the savings 
potential ctre slriultaneously recognised in' this argument, 

47 ^ 


The arguaen-^ that uneven or skewed income distribution has 
a higher savings potential and therefore conducive for 
capital formation has become anaphr.onistio in view of 
recent empirical evidences. Bee Tjd Economic Commission 

Footnote Contd . , 


the 


Secondly,' it Is held thot the 1 iree gep between the '•advanced 
and hackarard re'-’ions is not conducive for any' kind of social 
and political stability, and therefore, the nation.al int-ore^jc 
should lie in narro-win.v dcoTO. the gap by a deliber'ately df.ooioneu 
investment policy. And thirdly, the concantration of invost- 
mont in the propr'Cssive regions pulls a di sproportionatcly 
largo amount of resources and t'Olent from the backward areas 
which permanently dam-aoed their lon-o run not3.n.ti-':lity .md 


profit.abillty. On these orourids. 


is suggested that the 


dovelopra'ent of backward -ir'e'as al'mgside the orogressiV'O areas 

through a balanced-growth stnategy will result in the msuClEilaa- 

5 

tion of n-ation'Cl welfar-e function. 

: tlhen the st-aoe in the Planning o^.r-'-C'Css shifts from choos- 

ing alternative coal strategies to actual/'alloc.a tion -of invest-, 
nients, sectorally spatially, then the problem pros'ont a itself 
in this form; given the investment ma'-’nitudcc what sh.ould be 


From pr.3-Pa-ge . 

for /.sia an'.i ■tar l-ast 1-9.71 Beport which roads recant 

evidence ■^U'^gests th-t the lower inC'Orie group’ s proe:ansity 
to invest is much hi -h-er th .n. gener-.aiy .'’ssumed/. . ..a mor-u 
equitable inc.-'me distribution may help r, other th.gn hinder 
caplt-il forra'ition an.i economic growth. , quoted in 
i ■ 0 vvTOIi dUl'] D ay globs , Aorll 4, 1971 under the title cocialis 
Solution for Asian Problems. 

Th..^r'3 pvi several overtones c^f this kind of deb ''to of which 
at least one is very significant. It refers to 'l-’.rgo sc.-lc 
transfer of reS'Ouroes, both ra-aterial 'Oji'" human, from the 
backvrard to the advanced regions - .-a phenomenon tli.-'t h.as 
been Idcentified with exploit.^ tion .of the poor areas ley the 
rich areas, almost of the s.arae kind, that mq ore most acqua- 
inted with! Britishers in Asia, French in Africa .-nd so 'on. 
History seems to be- repeating itself - intern'Otimally - 
in this form of neo-colo'nialism. 
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tho rel.ative allocation of invastments In ths advanced eui'i 
backward areas of a country. Or to nut it differently, if a 
coma try opts for a policy whereby it can make invostmants in' 
bo til nincis oi regions, then how much econoiinic growth it is 
prepared to give up for achieving a. certain measure of aconomic 
aqiiiliz cation 5 if the proDOsition of "incompatibility" i‘s'~ • ■; 

accepted as carrying greater weight.' Below is given a 
hypothetical trade-off matrix to analyze this point. 

A Hvnothatical 'Trade-off Matrix 


Alternatives 

G-rowth and 

Equilization 

Growth & 

Bauiliza- 


Accumula- 

and Redistri- 

-Accumula- 

tion .and 


tion, 

bution. 

ti'en. 

Redistri- 

bution. 


'■ done entr ating Inv e s t- 
raents in Progressive 
regions. 


Concentrating invest- 
ments in backward 
regions. 


. Desirable , Skeined 


desir. 


, unde s 
able 


.Reason- 
.abl e 
evenness 


illocation of invest- .Less than .Sktowed to 

aants in the 'two regions, desirable even. 


.Decline .Rccentua- 
in gro- tion of 
wtli rate inequal- 
ities. 

.Static .Even 


, .-iccele- .Even 
ration 
in gro- 
wth rate. 


jnventional hypothetical matrix which 
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.In tha short.nm,8Conoraic growth of a ''clesirable' 
order in national erodnct is achievable under alter, 
native (1) as agoiinst ”l9ss than desirable" growth'' 

Under galternative (3) . In the long run, under 
.alternative (1) there is a decline in the gro’vth Prate of 
notional /urcduct pre stun ably on account of diseconomies 
of concentration o^f investment in the pro'-ressive regions.' 
On the other hand , growth rate of natl anal product is 
accelerated under alternative (3) in the long run phase. 

. The effects of c'ncentrating investments in the erogre- 
ssive regions on income eqUalizaition are nGgative under 
sh^'Pt and Ion--' nin periods, while a uplicy of allocatina' 
investment s. ' 

.In both progressive anci baicloraird regions may result jn 
narrowlnfr 'down Uie income diff 'erences in the long run, 

.In a long run perspective, alternative (3) seen h... Pa 
decisive as ths combined effects of even Inc'-iue distri- 
bution and acc el -^r ite'd income gr ■w+'h r-t., 'on n iti’..nal 
.^on’^'nv jia^ exCrie.i th'.'isa nianiiest und.Gr alternative- (1) . 

It io trU: short run ’’■^'laLse ■where nerd decifil’"n 3 invrlvina' 
ddde:a:::;,d:;:: ,sevdrala-con slier '10 ':^hedmade, ' b : , 

.-j; ;:.qT|as,-mahn:pr.^ a 

whi cl:ls ;gcpnveh t Icnai -In ■ 

p|rli:|ila;^l|it;;::al.s|;':l7fpa:l;ses 
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Tha core of the tr.ala-off -analysis does not lie in simple 
■comparisons of growth rates of national product with the 
effects ot alternative investment choices on income distri- 


hiition vectors; the real tracle-off is between the loss 


in th 9 


growth rate (from alternative 1 to .3) and the net gain accruing 
to the national economy as a result of relatively even ihcome 
distribution under alternative (3). The latter are measurable 
in terras of their effects on savings, reinvestment, additional -.op 
income generation .and the resultant set of dem, and profiles. The 
real thrust of the illustration is that in a tracio-off analysis, 
it is important t^^ take into account the direct and indirect, 
short and long term effects of allocating inyestments in the two 
kinds of regions rather than contrast only the direct effects of 
investments. The use of this technique can absorb the economic 
effects of investments in the backward and. progressive regions, 
in any .o'iven time frame by (a) systematic enumeration of items 
of costs .and benefits, (b) their' valuation not at the prevalent 
market prices but at carefully selected accounting or sha-’low 
prices, and ( c) discounting the stream, of benefits and costs over 

any period of time. ‘ Though cumbrous and h-incilcappod with the 

7, The applicati-'^n of social accounting technique is still 

in embryonic stages but opens up, a v-ast field for research, 
ilssociated with the relative newness of this teclmique in 
regional studies are .also the controversial issues of sha- 
dow prices .and discount r.ates. For Instance, if Social 
Time preference is chosen to represent the discount rate 
as .opposed to the market .cost af capital, it will be worth- 
while examining if* the, ST? for the t->/o re.glcns \*j 111 be 
diff-. 2 rent or the same. 
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SG-;.rcity of data, it Is certainly possible to make this kiiid of 

■analysis to help the process of decision making in investinoiilf; 

' ■ ■ ( 

choices and smoothen the controversial setting of the prodjlam. 

This, however, is purely eui ecGnnmic front ad th out the 
political , social or institutional constraints. Thera is little - 
■doubt thait oftentimes these are overriding c^-jnsider-atinns in 
investioent choices -ond cause frastrctlon to the economists when 
thore I’econmend.s.tl ons b,ased on detailed vjeononic calculas ate 
e.i uOJ:ir ignored ■or given .little' weight* ' But this' is not o ■ 
matter with which there should be : any cause for conflicts "after 
allj we have politl cal ■'bodies t'-. establish basic objectives of 
policy. This must be the starting;^^^^ all studies on ' 

regional policies and prcbiems."^ ; The cru the •dr.Tupoit ■ 
is. that "growth-accunulation" is not the prim.hry or.,.i"of the less 
de-veloped countries. It is the aggre'gato social gain which shoult 
be the overriding criterion .for alloc-:, tirn ,^,f invustments. .In 

other words, wiu-^t we should set our mind on is "development" as ' 
d i s tingui sh ed from ” gr owth" . 


Q 


Ohh-ctiv^i Vn Regional Poltclos and 

ni tl tutn for ' ■ -'41 Tn ' NotionFI^rlch 

C 48 /ppvii ■ Dev-.alopmont, March, 1970, m-mi3D/68/ 

^.. ±»/Ppvii. uls.o .examine the following statoUnt t, 

in ^th^^ ■allocation Policies' .aiming at offlcienr 

^cve t,-; make allc, 

rcaicri- 1 .iiaa.ard ° ‘ a staff study, Intt 

rl — * — alloc.ation o f Invastmant .s fi)r 3o<^ial m -1 u'arvn'.fni 
D evelopmGn t^.Roport i fo. VO. 4 Geneva lOVo U' ^^ ' ^ ' ^ ■MCon..'EU 
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2* Criteria: for Backv.-^rdnQsst 

Wiat constitutes a backward, .area has, raised sufficient 
academic .ana^ political dust to merit a discussion in . this X)^ip-r.. 
3esi'.i8s the fact that it is a rel.ative concept, and rel-ativity 
implies some value .jud.gments it has a number of implications 
for develoning assistance prosrams for the backward areas vdiich 
needs to be referred to here. 

In -acadeumic pa,rlanca 5 it is most customary to explain tl'|.e 
nhenomenon of inter -re.^lon.ol differences in the levels of 


development in terms of non-hono,23neity cf resource distribution. 
It means that the resources, hurn.an and material, .are uneyenly 
spread over space which a:^iven to some areas an advant-age over 
other areas. The less .advantaged or disadvant-a.ged areas, in the. 
absence of outside intervention, are caudit in a kind of vicious 
circle of collective powerty, and, as time Passes by, the task 


of breaking this circl^j becomes more .and more difficulto 

In a pr,a.gmatic sense, the b-asis lOii* i.dantifyin.g b.ackwa.rd 
areas is closely related to the many forms of poverty. In the 
USl, for inst.ajice, poverty or backwardness is m-jo sure! by the 
rate of uneJoployment or low income levels. Thus, evan though^. 


there . .are seven independent criteria for dotermining economic 
distress in the ITS! (Public ’'Jerks find .E.connmic Dovclopraent let 
of 1965) 5 they can be subsumed either uh'.ler ..uneraploym.ent or l.ow 


14 


Income. ^■'Jliere, however, backwerdness is really a leen- seated 
or a collective phenom.;3non as' Is the case in almost all devo 3 .ci-a 
in;:- countries, use of several indicators becomes necessary T"'* ifi 
Inala, for example, the Office of the Census GomraisslonGr used 
a 33"factor scale to arranve the districts in their respectiye 

of .-levolop^ontf Ppetors .^era so ehossn ,os to rapresent 

pi'actically every snhere of activity on the premise that piven 
a ceruain depree of agricultural and general infrastructure 
alaj.,o;. with St potential “f hiirnan .and other re sources , there is 
bound, to be a certain level of ecnnomic development. 

Valuable and comnrehensiva . as these racethods may be, they 
Ccimiot escape the obvious . shortcom,inPs. Th.e fjrst r-.f tbbi't'od 
shortcomings is associrited 'wlth tha i'^ck of .or, .ament - rod " ^ 

positive ,an,l ne?ativ.i values of oertain inoloes. For exataol 

the India study sited above, a positive aiaJlno was assl.ane 

to the higher prooortlon of scheduled o .stes and tribes (an 

un .,eiprxvile .'ea ci-ass lik.-, the non-util to .niericns in the USn) 

as in the opinion of the author, tr.ere 'nothin,:; to dispute 

taj lonp-tarm valu-c ■-£ tia asset' (-■'o-s-.t ... +. ,1 oi . i 

castes). Norm,aily one would r-^-'-.rd i t- -^o - -.v, i i 

/ uii 1., lo, uS a si.oTi ol b.ackarardness, 

as is o.cnarally the case in India, ^ir-'-bo-r +-to - r- 

hii.-t.,., .ouXe,n.er, uiaru are some 

0 - 


0 , in 


-A 


Mtra, Asnk, G.ansus Comnissinner Indl-' Tav-i- -por 

T- evion .al Dev..lonn...n+- in Tn-ur n. ■Ln...i.i.„5 be /els 10 r 

divetibde?)ok™r;f 
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.naices which have both positive " and' negative values. Density 


of population is the c.ase in point whose positive ‘ond naoative 


values depend on how high or low these densities are, rates at 


which these are increasing or: decreasing, and what is the 


ibsorptive capacity of tha towns whose densities we are considering 


Another handicap in the process of delineating backward 


areas is peculiar to those countries who ral.y on single criterion 


for this purpose. Thus in the USl, the application of 


either ujceriployment ,or lovj income criterion has produce 


unbelievable results; parts of California where per capital incomes 


are very high and growth is rapid are eligible for federal, aid 


along wit’-i the Apnalachian region on account of substanti;al degree. 


of. imemnloyment . 


ilnother very ubiquitous criticism of those methods i: 


based on (a) the value judgments implicit in the selection of 


weights for individual indices and (b) the statistic.al fsu.ls.cy 


of using indices, some of whic'h bein.g relevant for a point rl' 


tirao (1971) and others oyer a period of tim..^ 1961-71). 


extent of discussion on these issues has bo.en sc widesP-road th.at 


it has left the deb.ate totally sterile. These -aro no longer 


excitable problems, .and are considered to be within the ru.alm of 


what 


he c-alled '.qualitative reconciliation' 


>10 real inadequacy of these n uthod s - the crux of the 


wholo issue - is of a different nature, .anl hs.s t-' 'uo not \>rith 


diat it reveals but s^hat it does not. In other words, waoii 




nio’Tiber ■ of criteria are collectively used for purposes of ilonti- 
fxring the ■boctorard ;ir';as5 the results show that the areas ....5 E,,p 
and C are backward relative to X, Y and Z, but they do iiot ' ' 
show the basic nature of backwardness . For instance^ it is not 

9 

possible to ascerta.in froiri these kinds of methfcds whether the 
area is inadequately equipped with infrastructural facilities, or 
the Or ~i cultural practices are outdated, or the derand for 
industrial outnut is slutvish. Therefore, these techniques have 
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developed countries where poverty is aultlf-ioetecl, it seems 
essential to ho.va •r systora r^f two-stage Identification. The 
first' stage should be c-jnearned with a r, rim pry idontlfic-h-ion of 
areas aceor-ling to their levels of lev eloqnient. This stago is 
n'-DCOtssary to fin" -ut .-..r'eas which vd.ll need assist-ance. hio 
sec"-nd sta,oo, ho.'vever, is mr-'ra cruci.el where b-ackwf.rd '.rea-s nay 
mod to bo arranoed '"iccording to their soclo-srocononic 'ind infra- 
structural char o.c tor is tics so as' to .provide an under st-uid in g of 
the rifture-'Of b.ackw.'-i.rdnoss. -Noadloss to say that, without the 
second stave identification, it is neither nosslble to know wh-.;t 
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■fch'3 area n-aeis nor feasible to iesign specific programs for 
their develonnent 

The political activity to hove the areas of their 
.iurisdiction or influence 'deslgnatecl as backward areas is not 
typical only of the less developed comtries. In some countries 
like the IT. So h. 5 there is an inbuilt system vdiereb 3 r the political 
aspirations of every state , are satisfied at least in a symbGliG 
sense. TJ„S. federal aid, therefore, is available to '■* at least 

r 

one eligible area in every state'. In man?/" other ccuntrios, 
interest groups use thoir influence in such a way that tho cri- 
terion that xnould enable them to get a higher quantum of federal 
aid is >ti van Tn hi gher weigh tape . In yet' other countries, there 
are frequent ^pr assures on -the ’ federal government not to tic the 
aid with spncific backward, area projects but permit tho State; ' 
goyemmen.ts to use .the aid in the manner that serves the best 
intorests of the States. These pressures are p.art of the social 
.and political systems in' any society. Their support is also 
essGiiti;i.l in "he total_ process of the development of ba'cloward 
area development. 


The report of the '‘Jorking Group on Identification of 
^ackiArard Areas sot up by the Governrient cf India suffers 

IV'om leficiency; see Government of India, Planning . 
Commission, Identification of Backwar.d Areas . 'Gov. eminent 
of India "'ress, Faridabad, 1969. ' . ■ 



^ So lutions to the Ba.ck\>fard Area Problems 

Of the several solutions to the rrobleni of backwafil-^'^ 
areasj that of mobility of labour and eanital is by far 
the .most important hnd prevalent. The classical inter- 
pretation of this solution is that in an imperfect economic 

s/v^teni, disequilibrla between regions can be corrected only 

by a delilierate policy of movement of labour or capital or 
both. It is from this interpretation that h-as followed 
the most commonly discussed solutions: Moving people to jobs 
or m.oving jobs to people. Th-ese solutions have taken several 
forms, and we have become familiar with provision of 
infrastructure capital, Package incentive urograms, direct 
investments in agricultural , and industrial urojects, induced 
emigration of people from the baclnvard to upogressive regions, 
etc. These, in effect, are .adjuncts to the main solutions. 

In addition, there is .an academic minority who have 
sought to resolve the backward .area problesm through networks 
of extension and uromotlon.al services. The main contention of 
this minority grour, is that the problems of backward -areas are 
not os much economic as social and - cultural in character, 
and, therefore, to deal with such cases of social or cultural 
pathology, It Is neoessary te: provide, .a totally different ' 
focus ; to : the solutions, tt phis group; gone far ahead 

int.p the ways and means of enhancing the aGhifcv;2nent' 
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motivation of the people of the baclnvard areas on the 
evidence that in comparison to the progressive regions j 
their achievement-motivation is lower. 

Moving, people to jobs as. a solution to the problem of 
backward areas in typically considered in societies where 
the labour supply market is rouglily in balahce with the 

demand for labour. In such countries which happen to be ^ 

in the Category of advanced, it is contended that movement 
of labour from excess supply areas (backward) to areas of 
excess demand (progressive) can provide a solution for 
' the backward areas. Tills' assumes that the main problem of 
these areas is high unemployment, which is not alweys the 

case. On several ather ground s , to.o , its appropriateness in the 

■ ' ■ ■ 11 ^ . 
advanced countries has been questioned. This method is 

clearly inappropriate for the less developed countries 

where 5 firstly, the aggregate supply of labour is always 

in excess of demand and, secondly , even .the progressive 

regions have a sizeable proportion of unenployed people. 

So 3 this method has never been actively considered in the 

poor countries. 

11, See Lionel Needlernan, ’t/feat are We to do about the 
Regional Problem’ , Llovds B.ank Review. January 1965* 
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Moving jobs to oGople is the current practice in Host 
of the advanced and poor countries for developing the 
ward countries. The main underlying idea in this approach is 
tha,t jobs should be moved to the backward areas so that the 


local unemployed class can be 'absorbed and new local income 
generated. Further, when the jobs move to such areas, 
their structural and environmental hand leans also 
overcome. 

The most potent method for moving jobs to reople has 

been the transfer of canltal t^' the backward aroras, which by 
definition are ca'^ltal-deflcient. These capital movements 
have taken at least three major forms. The first form of 
Capital no foment , which has long been in use both in the 
advanced and poor countries, is direct public investments 
in economic and social overhead facilities. There are 
several advantages that are implicit in this kind of 
investment. Firstly, it Is an investment which equips the 
backward areas with the so-called preerequi sites for 
industrial and economic development and, in this sense, it 
removes the major obstacles of the backward, areas fof 
deyelr^-^nontal nur-^osos. Sacondly, this Investnimt creates a 

1 ■ uniti<..s5 l^ast in a temnorary 

sonsd’j which has long term fnvoun-ihTp' ^ 

^ a a- ;efrac bs on the growth of 


the area. 
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,j And thirdly, it is one of those investments 
■'^hich has to he made, in any case as part of social obligations 
on the part of the public agenciesi"^ 

The second form of capital movements has its roots 
in those economies where the governments are not only catalysts 
or agents but equal partners in the develoument process. Thus, 
the governments as part of the developmental efforts for backw.-i^d 

areas have invested in large scale agricultural and ; Industrial 
projects. The logic of this form of , investment is often 
expressed in- the creation of -a 'basic or export sector' which 
'in many ways is considered to be the prime need for the 
backward areas. Its effects on the absorption of surplus i 

labour force are -ecognized as .most direct contributions to the 
development of backward areas.. 


12 Paul Rosenstein-Rodan champions the case for infra structure ^ 
See his article, ”How to, IndustrialiZae an Underdeveloped 
Area” 5 in Walter I sard and J. Cumberland (Eds.) RegionpJ. 
Econoraic Plannirig Techniques of Analysis for Lesg. 
Developed Areas. European Productivity Agency, Paris 
1961. 


i 

« 
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The third form of investment through the provision 
of a variety of incentives - fiscal and monetary - is ono 

the very importfint instruments of public nolicy for develoDin? 

the. backward areas. Central to this policy is the fact that 

private Capital 'movements are extremely sensitive to market 

phenomena, or, in other morris, they operate strictly on the 

principle of seeking highest profits. As long as the 

profitability advantage rests with the progressive regions, 

private capital cannot be persuaded' to move to the l>ackv,-ard 

regions. . The main function of the incentives programs in 

the less 'ieveloped countries is to provide a cushion in 

such a manner that priva-te capital in -the backward areas 

warns a competitive, or more than ecmuetitive, return. 

It will be an extremely difficult exercise to ^ ^ 

comment, in. any conclusive 'sense , on the efficacy cf these 
methoos in the lesspievelopad c.-untries.. . There have been 
examples when the uay-off has been quick and' substantial. 

There have been inst-ances - many, many r.f them - in which 
■■investments havecbeeh totally' unpf.oductiye. There are examples 
where the urovision of new infrastructure in the form of 
improved ftransuortation , cower sucply a.nd communication have 

lea t. material., insteal of stlroi- 

lating thjp local Ptooassing OTd.Peatot if for 

transMam,.tttao:o,rtstdekirkpiOM^^ arrl district 




established as part of the pacteige of incentives have 


remained ■un-occuoied. Large scale enternrises have not 
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ca’-ised ■ths regional economy to grow or diversify." On the 


other hand, there are a few backward regions where, in response 


to the government sponsored small research and extension stations, 


industrial enterprises have multiplied at an incredibly nigh 


rate, removing within a very short period all traces of 


industrial backwardness. 


These examples of successes and failures can be 


multinlied to any length, but one observation which is 


widely made is that the existing practices are weak and 


unable to meet the challenge that is posited by the backvjard 
areas,. More specifically, the weaknesses in the existing 


programs are noticeable in at least three areas, The fiist 
weakrxess of the prevalent practices is related to the lack 
of relationship between the- quantitative needs of the 
backward areas to get them off to a start .and the actual 
assistance that is offered by the governments. The latter - 
as the experience shows •-» usually falls siiort of thv> 
minimum requirements .of tbe area with the res-lt that 
whatever Dublic investments are made' therein become wasteful. 


13, See Government ,pf- India, 

Sc al e Indu s tr i e s’) , ^ress l^rldo'bad 

/R t P'r ti n V Indus tr ie s , - Governinen t '• f In.lia xross, i ..ria.. a 

■1969. 
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Failure to recognize that there' is a critical minimum effori 


that must ba put in before the area' responds is one, of 

' 14 ' ' 

severe hanaicaps of the existing practices^ 

The second wealniess in 't?ie existing system is no less 
pronounced, and has to do with the lack of relationship between 
the nature of public investment with the nature of backwardness, 
Provision of industrial infrastructure in an Pare a which has 
no industrial potential is a t3raical case of the mismatch with 
which we are quite famili.ar in the developing countries. This 
weakness arises out of the widespread belief that economic 
'development is s’monyraous with industrial growth, ,a.ncl , if 

the area is equipped with facilities raquirad for industrial 

'grqwth,, the develoDnent of the area t/d.11 automatically follow. 
This obviously is a wr^'-ng notic.'n the applicrttion of which 
^results in unproductive and nntimely investments. 

The third wealmess is related to' the administrative and 
imylementsxtion lags. Fven though these are important issues. 


.This corresponds with Paul Rosanstein-Rolan* s theory of 
th $ Big Push. Examine the fqllox^in.g statement , ’’There 
is ■ a minimum level of resources that must be devoted 
to a develonment^ ’'program if it is to have any chance of 
sucDcess. Launching a country int-o selfsustaining orowth 
■ a little like getting an alrnlrjn.e off the gromd, 
^cre Is^ a critical-- ground speed which must be passed 
peXo^e the craft .can become airborheV" quoted in Rotes on 
of. ■ the B1 g ■ Pu sh-. ■ ’ 
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there is little to say except that these la''?s should be 
overcome. This paper does not propose to go into this 
aspect of the problem, ' 

IMotwith standing .the weaknesses in the operation of the 
existing practices and programs, they cannot be discarded 
from consideration., Theoretically, these methods appsar to 
be well justified. So, the chief concern of this paper is 
to Identify operational elements which can make these 
strategies and policies effective. , 

4 a Hew Elem.ants in the Development Approach 

The formulation of the catalogue of new elements in 

this section -nroceeds on the assumption that-, in the years to 

follow, governments and public bodies, even in the mixed 

economies, will change their role from major investor in 

• • 15' 

backvrard ar-aas to promoter of private investment. It does 
not imply that governments will not invest at all. . Jt means 
that, while the .goverpments may still set up large scale 
enterprises in the backward arsa-s, the governing criterion 
for- their location will be techno- economic rather than 
regional'. .It logically follows from the anove that promotional 

15. This is not an, unrealistic assumotion in the sense that 
go'vernments will not like to keep total control^ of 
. activities excepting those, which are strategic in 
■ character. 
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meaxisures such as tax examatious, rent subsidies and other 
preferential treatments will receive a far greater stress ■ 
in the development of the bactoArara areas than has hitherto 
been the case. This section will digress. in detail on 
incentive nolicies and nro.grams as the ma„1or public instrument 
for the development of backward areas. 

There is a wiuely held fallacy in some of, the oonhtries 
on the role of infrastructure for the development of backward 
areas which should be cleared before , we discuss the ingradiGnts 
of incentives policies. In many less developed countries j 
there have been- Instances ■ x^jan urngraHs 'for 'the development 
of backward areas were conceived' almost wholly in terms of 
infrastructure ’evelopment XArhichj for many re^asonsj did not 
oaar fruit. These instances were based on the notion that 
infrastructure is a kind of incentive for economic development/ 
XAThile strictly defined, it is a' prerequisite for development, 
■'Taile its, significance in the- development orocess cannot be 
under rated, there is also not .doubt that infrastructure 
without a strong supploment of other Promotional measures 
c.annot achieve comparative advantage for the backward areas 
which is the hard reality for their developnent. Thus, it 
should be clearly uni er stood that the provision of in- 
frastructure facilities,. thr.u!;h a necessary condition for the 
deyelopment of baokw,arJ areas,- Is not. a sufficient 
condition* ' ■ . o ■ ' 
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nomraoo aqq jo ouios 0x0 iBqxaBo pa^voxxoq uo seqBx qsexoqup 
i 4 oi ‘sepqnp qxoclxip jo squoiiijiCea uioxj suopqdiuBxa Vxaq sepus 
xo eqaxodxoo ^xxq euooup nioxj suopqdxiBx© pBpqxBd xo xBqoq 
‘sniTT ‘ssApqueoux eqq/jo AqepxXA pue 0xriq..u eqq up AlqpxBipuips 
xpeqq xoj snonopdsnoo ex's qopq/A suiBxSoxd puB sopoxpod 
aApqueoup eAxsueqexamoo 0ABq ppB — BpsilBpBjp xc Bppui ‘ puBpaxp 
xo ninpSieg ‘oopH oqxena xo iCpBqi 'yQjiaa^ pira paqdeooB 
.diepxjA exB qu0iudopeA0p B0 xb pxBKxoBq xoj seApqueouj, 
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JT JO 5 QoxeA 8 p s^^ejB pjB^^foBq ,{:xxt 3 jnq.inoTjSB joj qrnoiTj-rp 

41 sejtBm tioiqA joqoes iBjnqinoTjSB eqq oq seSeiTATjd ' eApqueb^ 
-q4 pue^xe lou op seiaqunoo qsoa 'sinj iBjeueS jo XGqqBui s)-^^ 
SGAiquajUL ju q xBj^ eq^ up souejejejd puB ^qpjopja 
BOAp^ G-l pinoqs j ojopoos, -qopiy.! jo enssp eqp uo ; iippagpaujB 

4 ^e^S SI ojeqp ‘ spireme p pBuopgs^ ^xBppaoecP eqp pun^ 
opup eqBp op ugnoue eiqpxGTj sp P^qp ssAppueoup ; jo sieAep 
eAiqBqpquBnD eqq 5?npiipmjeqep jo meiqojd aqq seppseg 

voiqixepjup pars pezppuBpuBqs eraooeq op sapoppod essqq 
JOj: Aouepueq B ueeq sBiq ejaqq PejojejeTqq pire ‘suopgej eqq 
TT® ITT euiBs oqq sp auempsoAur ea.-BAT.jd n-nBrn'i-'- 

'4-4 jtis 

seAT,u8on-f jc eq, »r.iB annssB sa-poTioa e^„no=uT 

ua ps-j&jjo aaeq .spq qnqa 

40U op sjn0uBjdoaquc s-Mq pue seAiqueoap sb ab«b SuTApi 3^3 ^3,,^ 
«o,p, qon op sque.uABAoS: eqq <3330= „ons ,-o aso. up .^oeaP 
patJHooq sqa up assAtii 04 ssoappoc-a spnetiepdejaua aqp po 

BApaneoup JO OAO, spqp jo 3^33^^^ aSpsT^ra 

^ aaunb 3 ^p^P.p, 

uoispoep ool: pB OB iTejaia st qx -saq-^-i rarr o-- . 

.- -bL .scsoq ou sBq ‘sesBo qsom 

: : Spp;' ^ p X : ^ S jBaiC 'aATl' T O ■"■’■’OT TO A " to ' ■ -' ' ' ^ " 

W »o ^opjo^ p J 3 J x,q 3 uo 3 ,;^ j 3 auem^d 

v' P>a‘^S'?j: v:'S‘Gi:pGmaxao'jDj: :eppAG jdVTTx^i " /C-n : r - P: • 

..-.T' ^ ^01 L'JU '.-JAppuaoirt sqp pBqq 

saoimouuB pusmujaAog iCuB ueq^ ‘snq-- •sar-aTT- ■■ 

H a utoi, sepoipo'-i eAipLiaonx 

ata-qa up .taptBuopaOA JO spsBq ^PTB JO a,0BT eqa ' 

L ^q4 «ioj jaqpaqs 


they irnist, than thair solutions have to be sought outside 
the framework of the incentive policies. Within the Indus-’ 
tried- sector to which incentives are available, there is no 
systematic scale of preference in granting the incentives, 
say, between capital goods or consumer goods sector, large, 
medium or smesll scale firms, re S'^urce processing industries 
or market oriented industries, basic sector or non-basic sector 
local material based or imported riaterial based industrieso 
In some of the CvUintries, all sectors qualify for the 
total package of incentives both in range and quantities as 
if all sectors or firms were representative of each other* 
There is little realization that there is nei'^hdr any 
representative sector not a representative firm in the 


Marshallian sense of the concept. The result of this lack 
of .differentiated policy is , that either there is no response 
by prospective entrepreneurs to the vast array of insufficient 
Inaentives that a.re offered by the governments^ or there is 
response 07/ inappropriate industries which get started only 
PC rtie, stagnate or the Produce no catalytic effect on the 
growth of the area; or incentives provide larger subsidy 
to firms than is necessary to stimulated their development^*-' 
The above analyses provide a new crieni-ation for 
incentive, policies in 'four directions. 
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-lows; 


These are as 


sf? x.iiq.sri.pTii ^ seoaTi‘-.soj; ePTr<2qox8 uStojoj eoj-oE esn iiTQ,iistoTjj.e 
oq. SI i^jq-unoo eurq. joj posu eiqq. ueim esEo eqq. uj ;s'e-;E;q.-{:AiqoB 
Lpns oq ssAiqiieoui jo sx9Ae‘[ leqSxq Ai&uipuoasejjdo epiAoid 
osTP qnq ssTjiqsnpaT OAisuvOqui j.rioqix oq iqiaoTAQ q&Tq ^eAiS 
qoTi pinoi'is q^oipou .OAiqusoni ‘T-eiqusqoa quooiAcJTdiae , ©S j.ex 
. saxaqsnpui 02 i^j:rioou& oq ej;« sx'^^oS Jf ‘steog 

ipns JO qneiaeAGtqoo oq p'^ex jou op soxjioods X'S‘T^o'P^'®<i9<io jo 
[oxqBqc;K:'iiioxduix soxiqunoo /irem ux sp ‘Aoixod aAxqueoux jo qaopj 
qxxsqAOGffix jC^oa p si sxqj •sxpos' puB' siuxe Aoipod X'’2tioxqPu aqq 
f, sqoaxj®'! 4f ■4''^Bpi Q-'I-T-o c)S eq pxnoqs aoueiejoia jo siP'og 

•GTioxSoi oqq jo sxoqoesqns quejejjxp aqq joj seA^queoui jo 

Gt^oG X’-'Tqueiajsxd o Ipoqnie qsnra jCoxxoci se-iApquaoui *2 

*j£oxxod 

eqq nx paz luiooGj os eq pxpoqs pus quexejjxp sx aAxqueoux jo 
pnpi qoPe jo qoejje i:x©>ITI ■•sxemjPj oq peqpnxinassxp eq 
UBo osn .rozxxxqjej jo sepx eqq qpqq. os Peje eqq ux saoxAjes 
uoxsuoqxi=^ e]:)XAOAu oq sx ©Ujfcj. pucoes eqj *qe5[j't;'ai aqq ux 
■^T4P''5'^T"q osPqcjna ue'qq dpcq oq /pjsqns qsuo eAxg jo saoxad 
qeqxoiu-uPqq-uei^oX qx saeiKjej o^q oq exq'‘-"TT^'AP saezxTxqjej eA|Pia 
oq sx ©Axquaoui jc puiii 4Sa;xj eqx •pepxAoxa ©q AXqxssod uuo 
s©Axqueoux jo spuxq oAq ‘esn jezxxxqjcaj kcx Jo qunooou uo 
iC:i.XAxqonxo.ia ^oou up sepx -cjb ©qq jo sseupuBAqoxq 

Qqq ^oouTiqsut aoj ‘jp . •sx-exx pj;u>\ 5 (ot.q ©qq jo sxoqoes 
©AxqonpOiid oqq XX"^ ao'fexqiu© qsuui ^©xxod ©Apquoouj "t 


inakin;-? relatively poor use of, foreign excnauge shoulo not 
only te subordinated to a level of low priority but no 
incentives should be given to them for their encouragement 
in the backward areas indeed} disincentives are cal.loo. 

::for. > : ;■ ■■ ■ ; b . : ; y: , ay-:;; r ■ ■ ^ ; • 

Similar distinctions can be made oetween largOj meuium 
or small scale industrial firms for the development of the 
backward areas. Experience in many countries like. Italy 5 
Sweden and USSR has shm«i that where attempts to develop 
bacVward areas were made through : small scale pro jectS} they 
' turned out to be unsuccessful. Indian experience in this 
respect has been equally unhappy* If, however} the policies 

of the governments are still to nr'''mot 9 medium an.d small scale 

industries, in the backward areas the-se can be made effective and 
successful only when a much greater . incentive subsidy is given 
to them co>mp8,red to the large scale Indus trieso Greater amoun.tv.. 
of incentives could cover the risk, marketing and other 
communicaition costs to enable, the sna3.1 scale projects to becoi*n 


16 „ Thus E.A.G. Robinson writes, ”0ne of the *^lGarest less, ^ 
of the experience of a. t tempts to regenerate backwa.ro^^ai"'i 
in . the past twenty years has been the fail' -re of suc^ 

...: attempts where they have, been directed to small "’sca^e^ 

projects, intended to help local Cbacki'fard) commun.i -i®’ ' 
Rot only the Italian, but also the Belgian, the Swoo.io* 
and the Russian 3X])erience has been so clear in this 
resp.ect that . . . .the peppariny of a b.ackward areann^^ 
large numbers of. small projects has come to be regarae . 
as , a recipe for failure.'^ T n B p c iova r d Areas in -invaj^ • 

, Countries, op, cit,. Parenthesis added. 


Guq. uo ©oirspxnS ‘ paAop; ojotei oujp qj/ eqq. ' 

q.'© sej'nSTj; qes eiaos ilq ©Axqoejje epBni ■ 8q qbaiiBo 

pile uieiajoxd ojoxia B Api'ct-i-'^ssEe sx noT.Se.i jBinoxq.jBd b ux 
pinoiqs seAxqueoui jo iSAap eAxqBqxqiiBnti eAxqoejj© eqq qBin/! 
•qo'Qdiiix tGuoxS'eA ou jo aiqaxi ©abii pile ‘eouxjAexex jou epBuoxatj, 
ililEA jeqqxon 0 ABq ^ peAOjjoq uo qssjaqui jo equu |;g 

u SB qons ‘seAiqueoux jo spjL-BpuBqs eAxqeqxquBnb ©px/A.-uoxq'&u 
cin guiqqeg •exqxx&xj ©q qsnixt Aoxxoc seAqqueoB'j ‘g 

“quioa SirxquBqs XBjes-n xnsc *^i'Voxeq XTeA'cS 

^jfcxxod 0Axqueoux eAxqBjqsnxiT ub jo seunquaj uxuiu eqq SuXi^poqme 
j:Xj;qBm If ‘seAxqneout. jo Aij-xquBrib p'uo sdlq eqq qqx^i tin laeqq 
^ixrxx pi^ ®q sjcqoes eqq iCjqquepT ueo qq aqq 

ux S0XI /XXT30J: ilcxxoa eAxqueoux eAxqoejj© jo eouesse eqq ^snqq 
• t®noxqou AxejLBm sx ‘ ©Axqngeu qou qSnoqq ‘ sexoxxod eAxqueoux 
0 qq JO anTSA eqq ‘qons s? -xBq esxox© ao sex^s oq qoaCqns 
qou exB qxxiq suaqx Sx-^xonpoxa sexxasnpux uoj SuxuBem ou 
eABxT xnq -i© sexqnp asqoxe aoaj uoxquijiexe jo muoj eqj ux 

soAxqueouT ‘eouPqsux •xcqoosqns e-qq-Jo s oxqsxxaqouj'eqo aqq 

qqx^i xejjxp ospB ppnoqs soAT-queoux jo sedAq aqq ‘aAjqosjjo 
iCxi'Be.i eq oj ‘quxoa sqqq qB doqs qou qsnra iioxxod aqj 



•peuxaouoo gxb shijxj 
8ZXS qus>j 0 jjxp eqq sb jbj sb xeqouxdqo ux XT^iqnsxejjxp 
eq qsnui jIoxx-^o aAxquapuq eqq. qxqq sueein qj ‘axciBiA 


quantitative magnitudes of tha. incentives that will he 
adequate tc attract crivate jjivestment to the backward 
areas can ha sought by following two steps. The first 
step is to estimate the rates of profitability for manufac- 
turing a range of ■nroducts in the backward tind progressive 
regions. This is possible Icy reviewing feasibility and project 
reports that are available in almost all countries^ The 
second step should be to raise the rate of profitability 
for different loroduct lines in the backward areas by introducing 

quantity Incentives to the extent that the profitability rate 

in the backvxard areas not only equals but sufficiently exceeds 

the corresponding rats in the progressive areas. In other wore s 

the Impact of the total package of incentives that are offered 

in the backi«rard areas should be large enough to offset any 

corapetitlve advantage that the corresponding producers in the 

progressive regions may otherxflse have if development of the 
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backward region Is deemed to be worth sxich a cost. The 
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;P Solute! on suggested is to first find out (i) and (ii) by 
•reviewing the several project reports that are available; 
and secondly by adding (- 1) in equation (1) sc that equation 
,.(i) acid (il) are not onlf equal but becomes greater 
:■ than ?(li) 

Gs = (Gross sales a is the backward region 

Cp = (Cost of production of commodity 

Cd = (Cost of distribution b is the advanced region 

1 = ITneentives 
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competitive advantat© of the .hackward areas which lie in 
cheap labor , and more often than not, inexpensive suppl:/', 
of basic industrial prodncts. There again is a difficult 
trade-off question between (a) promotion of "competitive 
enterprise" between regions by equalizing the wages aiid 
prices of selected commodities and (b) fuller exploitation 
of the main advantages of regions having lov/er wages and 
prices. 

There is no doubt that the policy of equalization of 
wages and prices runs contrary to the very logic of the 

develcpni.ent of backward areas. The nain emphasis in the ■ 
process of backward area development is on tilting the balance 
in favor ,of backward areas which can be introduced only by a 
selective differential policy in respect of wages and prices, 
in the absence of such a. policy, however, subsidies to, 
promote development In the backward areas will have bo 
correspondingly rise to wrest the advanta,ge lost in the 
process of equalizing wages and prices between the two types 
of regions. 

In conclusion, it may be said that the level and 
structure of incentives dovetailed with goal priorities 
and s,ectoral preferences hold the key for the development 
of backward areas in poor . «20un tries. 
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5.- .The ,^Q ont8xt of India's BaclcA^ardne ss 

^^The t)roblem of hack'varci .areas in India are severely 

complex for a variety of reasons. Firstly, it is a large 

coi'.ntrjT' v-itii a population of 523 million, per capita Income 

of Rs^'75Q ($ 100)3 and a per capita annual growth rate of 
..,-LS 

.just Ifl, . The sheer 'size of poverty' nahes it an ext^emelj^ 
difficult choice, for the government between what is ■ 

absolutely e.3sential for people to make a survival and its '? 
uesire to accelerate the process of development. Secondly 5 . 
it- is a fed ''ration of 18 States and 9 centrally administered 
territories who have the primary ■ responsibility of developing 
sectors like public health, education, land., .agriculture 5 
irrigation, electricity, local governments .cjid a whole range 
of activities .under industry and- tr an snort. The role of the 
Central government is largely one of forrml.ation of pol.lcy end 
overall plans which do not .always manifest theEiselvas in the 
development activities at the State levels... Thus, there is 
■an inbuilt gap between the p-'dicies and their tr.ansle.ticn int,.' 
.specific programs in a political structure like that of 'lndia< 
Thirdly, India is a country with striking ra. 3 i 0 n.al variation:;?,. 


iSa The figures .are . from "World- Bank Atlas, Pcpulntdon, Per 
Ca-nita'Product and Growth" and the reference year is mis-h’ 
1968, Internati.onal Baiik for Reconstruction and Ib^velopment y 
Washington « ' . ' ■ ■ " . 


Per capita income, as of 1964-65, varied from Rs.Sl9 in the 
case of Punjab and Rs, 529 for Maharashtra to Rs,292 for Bihav 
and Rs.365 for Rajasthan. Further, the rich States such as 
Maharashtra , Gujrat 5 Madras and. West Bengal were recipients 
of approximately three -fourths of the total .amount under 
loans, underwriting or refinancing s.onctioned by the Industrial 
Development Bank of India. These regional contrasts, as we 
shall see, have very comolex ramifications for the development 

of backward areas and Cannot be dismissed merely as a 
matter of detail. Fourthly, the form of planning that India 

has can at best be described as ’Indicative^ in character. 


Five Year Plans neither have anylegal mandate nor are 
comprehensive in the sense that every sector is planned in 
detail. Further, there is little direct control of the 
governments on the flow and direction of private investnaits \^hich 
constitute 35^ to of the total pl.an ox.itlays. For facilitating 


development 5 the government undertakes specific legislation, 
provides for requirements of foreign e.xch,ange pjid other 
material .?md financial resources, and. Introduces indirect 
controls wherever necessary. These probl.sBis of size .and 
magnitude s, of political pulls and, push and a partial planning 
framework are very real in India which cannot be ignored while 


finding solutions for' its backward areas. 


19. The Jndus-try Policy. Resolution of the Government, of India, 
' da t.%d. 30th April 1956, is, ^ne- of, the most important 

' legislations for such purposes.' 
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According to a study made by Asok Mitra (ex- Census 
Goiriiiiissiorier for India) , as of 1961, approximately 86 million 
people lived in extreme low levels of development, .and another 

no mill.ion lived in conditions only a shade better than the 

, ’ ' 30 ' ■ ’ 

last group.'' Some of the pertinent data relating to the levels 
of development are given below: 


of 

Di veloomen t 


Levels of Development, 1961, 


Ponulation 



'/i9“To" 




umber of 
Districts 


Urban Popula- 
tion % in each 
‘Category 


1 

Empilcyment in 
Registered 
Factories . in 
E.aeh Catego ry 


Lowest' Level ' 

86.1 

19,7 

79- 

5.9 

4.6 

Second Level 

109 c 6 

25,0 . 

88 

13.7 

14.5 

i'hird or One 
Below the 






‘iighest 

107,8 

24,6 

. 76 

23 ,3 

23.9 

dti ■ 

Ilehest Level 

134.6 

30-7 

84 

57.1 

57o0 


438 . 1 

100.0 

32.7 

100.0 

100,0 


20,., Mitra, Asok- Census Commissioner for India, Levels o f 
Regional Development in Indian Part I~ACl) Text, 
Go'^ernment of India Press 1965. Also see Appendix A 
for details on indices used, in the .analysis. This is 
the only nationv/ide .-analysis of levels of regional 
development available. The results of 1971 Census 
which was . completed in March 1971 are still awaitad. 
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If W 3 analyze the spatial spread of the levels of | 
development on the map (enclosed) j we will find tnat not all 
of the 196 million people in the lowest and second levels of 
development live on the contiguous plains of the country, i 
not too inconsequential percentage of paorile from these 
groups live on the ’’Himalayan terrain^ which are ina^ccessiole 
for a greater part- of the year. Further, there are small 
contiguous areas in the States of Madhaya Pradesh, Orrisa 
and Andhra Pradesh which are, mainly Inhabited ,by the tribal s. 
These are special backward areas whose treatement lies outside 
the scope of the caper. ' 

Other districts in these levels of development are ■ 
interespersed in small contiguous regions. The lar.gest of 
such contiguous regions is the eastern Uttar Pradesh and 
northern Bihar whose copulations may well be over two times 
that of the Mezzo giorno of, Italy, On the southern deccaJi 
plateau, large contiguous backward regions can be identified. 
Tlius, the problems in India are not the tycical NORTH-SOUTH, 
but are. dispersed throughout the country. Levels of develop- 
!'• ment in these districts are markedly lower than the other 
districts in the third or the fourth levels of development 

((.P'Od:?': y-v-- (.py.; ,b'^' gd. -."/-'Vd ' d-: d„ y-:,,;'' ■; ■:.:-."d' d. " 

■' 'O' ‘'y gc, ;; ;;p'y;;:;: V'..\.y:.'-,'y','g,,; ^.oy:;,; ■ ■..■■.:y'vC'- ,-■■■■/ .y'-. 

which make the country highly imbalanced. 


These differences were neither new nor nnhnomi oo 

the CGuntry, , However ^ the need for, closing the regional 

imbalances ^fas- first spelt out bjr the Government cf India m 

the Industrial lol icy Resolution of 1956, The relevant 

portion of the resolution reads as follows i 

"In order :that industrialisation may benefit , 

economy cf the country as a whole, it -s imporuaii- 
that disparities in levels of development Detween 
h?fe;-ont regions should be progressively t 

It'iS'one of the aims cf national planning to ensure 

mat these f-oower, water supply and. h at 

ties ire steadily made available to areas wh.cn aie^ at 
TTTo- nt behind industrially or where . 

nlslfer providing oppor'^^nltles for ^ employment, 

nrovided the location is otherwise suioable-. 

The Second , Third a.nd Fourth Five Year Plans also make 

similar references. Some of these are reproduced belows 

"In any comprehensive pl|n 

anloiiiatic that, rhe,. special ne.B-p&,.Qi .un.^x.^^ 

areas should receive 

. • Tear Plan, 1966.,61 

’-14 of the couiitrcy 5 

tip-. “1 o*n^-pO] 'i 0 vg 3 opmen t oi i-Vio 

balance 1 -• economic nrogress to ^he 

extension of me diffusion of 

less developed S develop- 

"Balanced iOvSslT 

o.on take Place only if the, inpastraoa i ^ 

■ this la provided in an adequate nanne. .... .-i ■ 

Ynea-n PI on Draft 1969-74, 




mile these national policy statements have given 
sufficient recognition to the probleiffi of regional imbalances, 
there has been nothing noteworthy in terms of specific actions 
directed to reducing these imbal'ancest There is no doubt 
that during the last 15 years, 49 Rural Industries Projects 
were Initiated in the rural areas, several industrial Development 
Area Schemes were taken up in selected backward areas, 
intensive campaigns were organized by the Office of the 
Development Commissioner for Small Scale Industries in a 
large number of places, and a number of .large scale public 
Sector projects were set up in the backx-rard areas of the 
country. But these efforts have net touched even the fringe of 
' the problem. Some of the facts which speak for themselves are 
the following: 


21, Some specific references of these policy statements 
are made in the Third Five Year Plan in connection 
, with approaches to in-lustrial location. These are 

(a) As far as possible, new industries should be 

esta’-.li shed away from large and congested cities. 

(hi In the nlanning, of large industries, the concept 
/ of region should he adopted. In each case, 

/ ’ planning should extend beyond the immediate 

environs to a larger area, for whose develonment 
the new industry x*rould serve as a major focal 



/\ Q 

■^ o © 


Tlie concentration of small scale miits has continued 

in a few metropolitan centres of the country. Between 1952-64, 

64 of the licensed industries were concentra-ted in the 

urban centers of over 100,000 ponulation with 4l.4f^ in the 

aatropolitan centers of one million or more. The hire-purchase 

scheme for machinery and equipment initiated by the National 

Sraall Industries Corporation to assist the establishment 
; . '0 ' ' ■ I 

of small scale industries has not made any dent in the 

bacicward areas. One of the recent reports that analyzed the 

effectiveness of hire-purchase schemes in different locations 

showed, that' about SG^ of its assistance has been confined to 

the ten largest cities of the country. Further, the 
establishment of -seT/eral large scale public enterprises with 

heav7/ invastcient outlays in the backward areas has not resulted 
in trickle-dovm effects as was: originally e.xpect8d. This 
was ,b’’oug'h.t out by a stus.ly of the Tom and Country rianning 
Orga^nization, which reported that" ,ai though. , , these pro.jects 
h.aye been .s.et up \-fith due regard to the claims of backvrard 
regions, subject of course, to techno- economic feasibility, 
a nusnbsr of T,, problems have cropped up, which are tending ^ 
to 'pind ermine the benefits from these projects an.d to create 
■complications for future growth.. This' s'tiidy gave several 
s}5hinples .of "lack of coordination with' the development of 
areas surroun.ding the project .'and the townvShip ,and unbalanced 



or lopsided development within the influence region of 
22 

project, " , , , 



On: a more, general .nlane, the government has invested 
■between 42 to 55;^ of its total investments in infrastmctiire 
facilities such .as roads, power supply, irrigation, education, 
housing, health .-ind water supply. It is not knom how much of 
it has gone specifically to the hackward areas hut still 
there are largo Parts of the country which are difficult to 
access , and have shortages of power , water supply and other 
social amenities. , 

The reasons for the relative Ineffectiveness of these 


measures are not far to seek. These measures, besides being 
totally inadequate in relation to the size and isagnitude of the 
problem, were not dir3cted specifically to moot the oroblem 
of the backward areas. Conceived as port of the general 
development effort, their focus has been .iifferent and results 
anything but satisfactory. 

Considering that the nroblerc, of backward areas requires 
a far more concerted effort and that nrevious attempts ho.ve been 
fragmentary, the Government of India set up a Working Group in 
1968 to make a careful study of the question of regional 






Totwn ajid Country Planning: Organization, Government of 
India, ’’Coordination of Large Scale Industrial Under- 
talilngs with the Development of Surrounding Areas," 

■ Mimeo, 1964. ■ 
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imbalances and recommend fiscal and finan.clal incentives 
for starting industries in the backward areas. The report 
of the Working Group - submitted in April 1S69 - though in 
m.any ways a beginning of a sincere concern of the government 
to promote development in the backward areas leaves a whole 

po 

host of questions unexamined. The main drawback of the 
report, however, is that its recommendations seem to have 
been drawn up independent of the comraex problems faced by 
the backward areas. It is -an ubiquitous problem in Indian 
Planning -and this working group has not proved to be an 
exception. 

6, A n Approach for India 

■ In attempting to spall out an approach for the backward 

areas in India, we continue - as in Section 4 ~ to assume that 
the main' role of the government in stimulating development of 
the backward areas will be that of a catalyst rather than 
that of an investor in the directly productive activities. 

It mea.n 3 that the main instrument of the government for 

i». .. .'■■■■ 

leP’'eloping the backward areas will 1)0 direct and Indirect 
incentives, formt-ilated in such a manner that private investments 
aro channelized into the backward .areas, 

23, See Government of India, Development Comissionar (Small 

Scale Industries) ,, Fiscal and F'inanci.jil Inc entlv.es, for 

Starting .In dp.stries- in Backward Areas..,. , Ibid citation. 

Also see.’" Background Paper on Pro speri tv . Through , .B,.al,„aac. .ed 
/ . Industrie! Development . Federation of Indian Chambers of 
■" /' Comm erce’ and Industry , . New. Delhi, 1970, 


The -DrohleTa of incentives in India is not as simnle 

. .J 

as in many other countl‘i''^s where the main responsibility "of 
incentives rests with the central governments. In India, 
incentives are the chief concern of the State governments 
though subsidies and grants cn selective bases are also provided 
by the central government, .The- State governments . formulate 
their own incentive nolicies and programs, idiich are 
designed to speed up the process of overall economic 
development rather than the development of specific backward 
areas. The result is that the entire jurisdiction of the 
State qualifies for the incentive programs, .and "afeas of 

•4 

growth" are not distinguished from "areas of need"l Furtiier, 
because the States formulate their incentive p^-'-licies 
independent of each other, they turn out t > bo different in 
substance and coverage, and result in several art'-malies. 

One of such anomalies that impinges upon the incentive policy 
is that the adivanced States, because of their higher revenue 
potential., are able to offer a wide r.ange .and greater quantum 
of incent3.ves for industrial development in comparison with 

24, Mah.arashtra State is the only exception which has 

introduced a’ package, incentive scheme for the development 
of areas outside the influence z'ne of the highly 
industrialized cities such as Bombay •md Fcona. 
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tho backward States. For Instance, Maharashtra State 
..1th a higher per canlta Incone, hy offering a wide range of 
incentives, it m a Position to accelerate her process of 

industrlalltatlon, while Pttar Pradesh for reasons of her 

improvorished conditions cannot afford to do so. The reonlt 
of th.ese overall economic differences is that rich States 

become richer .and poor States remain poor. 

Another of such anomalies Is that while rich State., 
■at least theoretically, can consider and hopeft.lly take up 

the development .of their backward areas, .the .poor ^States . 

' nev industriar activities in 

h.aVG perforce ^to concentrar- 

■ ■ o enters P'-'ssitilities, therefore, 

their few developeo, centero. , - - h ’* 

P) iVbTh-i'no- their hnclcward areas Deo^om-. 
of the po,or States develonln,, ■■ 

nemote and distant. These anomolles Point t,.- th. 

in,ileslgnlng hicentivo policies - ^ 

ft Is Important to take in.o a ■■ 

■bacta'jarci. areao, io is - v, ■ 

4 to scal^ of locational preferences, w. i 

entrspreriSHr ^ s . 

. Inohs something li>.^e helow; 

generally spoahin„, 


Entrepreneurs Scale 

of Locational Preferenc 



Scale of Vx*.3ference 

States 

Districts 

First Preference 

Advanced 

Advanced 

Second Preference 

Backward* 

•Adv.^riced 

Third Preference 

;idv',9aiced 

Backward 

Fourth Preference 

Backward 

Backw.ard 


*These Tjactorar'i States do not include the remoter States of 
Assam, Tripura, Manipur and. portions of Jammu & Kashmir, Typical 
of advanced States are liaharashtra, Tamil Nadp, Gujarat aind 
Punjab, Bihar, Uttar Pradesli, Rajasthaji and /indhra Pr^idesh will 
ft.ll in the cate.gory of the 'b-achwartl states. This scale of pre- 
ference is essentially based on author' s own informal intervievjs 
with different .proups of people in over 30 Districts of different 
States. 

Tt nay be observed from above that the first order 
preference of tha entrepreneurs is the advanced districts 
in the advanced States, followed by +’ho aiv.'-'nco'l districts 
aina the-;^^:b^^^ 1 1 isd a / very: s'ign.if ican t f ac t V to ■ ■ 

j:;under;st:apBd::th|t:::|h:ed;3ntrepr8hbursapre;fera;fe ^ ;a: 

,a,ctivities in the advanced, districts 'irrespective of the levels 
of development of the States, rather than in tlie backward 
districts of the adv^,tn.ced States. Thus, we find that the 
advanced districts of the poor States attract private invest- 
ment whilvs the backivard .districts of the rich States do 


not. 





This axplains why the advanced States have not been atlt- 
reduce the regional imbalances within their political 
boundaries, even though it is within their fln,anc ial nXici 
administrative comprehension. This is also .the single mn^t 
important reason vrhy the states have 'not formulated specific 
i^oentives programs fcr the developnont of the backward areas. 
The rich States, for example, are award oi the, fac>. uLat 
any spe=lfl= proCTams for the development of tho baotoard 
. ereas they misht adopt are ^lately to yield positive resnlts 
L long as the poor States'do not alter their present polloies 
of ooncentratlng development in their adv,anced districts. 

on r-^oliZ'^ that their efforts to develop 

Til 3 pOOT' S'U3.t0C:>, ciLoO I . - - 

b-ctevard areas will oollapse as Ions as there is the 'thud- 

order preference' for InvestaH^ts open to the private entre- 

^his is ^h- urAaicament in which tho rich and poor 
preneur. -iniio 1^ 

States find themselves. . 

■ ■ (-V X -Vi 1 rt'--? rj ^ £*01? t/l'l. 0 Cl 0 '/ OX' 

The prevalent form of cenirai a.-oo-o nan-- 

1 hor-dlv helps rasolvo the diieimaa ■■■'“ 

ment of backward ai har-.i.; i - - 


for the develop' 
dileimaa of the 


^ A-ior-rtiinff to the latest formula, central 
St.ate governments. AuCi. r..in.ng 

. nf a 10 ^' subsidy on the capi 'oCa- 

aj 'd is given in the 10111'’-^ -»■ 

(- -iVnilpbie to those public and private 

of tho pro D acts, ana agB-ii-.. ■ 

o.f T -in-'ts do not fsxceod Rs, 5 million 
sector urojects whose capital 0 . o ^ 

rinn- ■ Bv itself, cr in conjunction with 


the incentives offered: by the State; ■^^'^vernments , it is 


inadequate to deal uith the gigantic task of initiating 

25 


-4 


dayelopment in the ha.ckward areas 


It is clear from the above analysis that: 


incentive nolicias o.t the den tre end _State levels 
do not distinguish backward- regions from progressive 
regions^ - 


policies of the -different States are unrelated and 
do not take into accoimt the entrepreneur* s scale 
of preference for investment purposes^ 


role of the Gentfir ..i s/not specifically keyed to 
providing any coraParhtlve a-dvantage to the backward 
areas, and finally 


Centre does not assume any continual -end direct 
responsibility for giving incentives for tlie develop- 
ment of backward areas. 


■ These are the main missing links In th-e existing incen- 
tive policies and programfl. Following suggestions to ovorc-ome 
these weaknesses are niade in a preliminai’y form f>r considera- 


tion; these are In add.ltion to the on-os m.ad-e in 8o-ctioii 4. 

1. All areas - backward an-d aolvanced - nhould be oilgible 

for th-e incentive programs of the gover-nm-ents on a diffarentlat- 

ed...] oasis . Th-e criterion for differentiation in the incontiv-o' 
programs should be the suito,bility of sect.'^rs or activities 

for the advanced and backward a.r-cas. The rational o for this 
suggestion is that there ar-e. areas in particular levels of 


25 , 


Incentives in the form of. lower interest rates offered by 
the financing institutions are not considered as prart of 
the central government incentive?, program. 
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development which are better suited for some activitios than 
for others. Thus, the central feature of this incentive ' 
policy is to identify those activities which will have a 
greater gr^'wth potential in the different 'types of regions. 

These inter-relations between sectors raad regions then becomes 
the basis of the incentive policies. In other xvords, incentives 
should oe given to those activities which fit into the develop- 
mental framework of backward and advanced regions as it is 
through this pattern; that backward and advanced regions' as it , 
is through this pattern that optimality in the spatial distri- 
bution of activities can possibly be achieved. Furthei'‘3. it is 
a realistic intercombination of "space” and "sectors" that can 
subserve the national goals of growth and distribution, in 
contrast -with the innocuously formulated schedule of incentives 
which neither hotve any relation with sectors- nor with 'bhe 
areas. ' Iri short, the key factors in the formulation ol new 
incentive policy or programs are (a) i'lentification of sectors 
will oh are suitable for development in advanced and backward 
areas and (b) evc>lvement of jjicantive soh-edul-es to ■’promote the 
sector-region matrix .in an effective way. 




’*Jhat range and quantum of incentives should each 


State provide so as to attract nrlvate 'investment to its 


2 o« Indian planning; is almost wholly .sectoral; .and despite . 
cop ti'nuoa.s criticism, s'prce <03. a fac'fcor in development is 
y.sb to f'lai a' recogn .iscd niace. ' It, therefore; is no 
surpris-o that the sector -space matrix has not, been actively 
P -o'.c.ught .out in the c wt..'5Xt- of national- me bonte^ard ' area 
development problems. 


backward areas is a complex phenomenon in the Indian 
context. The chief responsibility for offering incentive^^^ 
as stated earlier, rests with the State governments who 
in the present set-up have no effective links for evoiying 
or coordinating any policies or programs of inter-State 
significance. This framework caruiot ensure that the ratige 
and amount 'of incentives that the advanced States may offer 
for the development of their backward areas will offset the 
advantage of the advanced districts of backward States 5 the 
latter being the second order of preference on the entre- 
preneur’ s scale. S iin 11 arly, there is also no way by wriich 
the backward States can prejudge the amount of incentives 
th^t should be offered in order to offset the advaiitages 
of the backward districts of advanced States which is the 
third order of preference. 


This dilemma is possible to be re^3olvel if the Central 
government coordinates and adjusts the incentive policies of 
the Sta'ss governments in such a way that the comparative 
disadvantages of the backward districts are ndequatoly 
compensated by subsidies and fiscal and monetary incentives. 
Apparently in playing such a role, the Center itself will 
have to assume greater responsibility of continuing support 
for the’ development of ; baekftte.rd , areas. Tloe unit of support 
wlll/feave- to be districts in such cases rather than the 


States though the incentives ajod subsidies may have to be 
channeled through them. It will c-'nstltute a significant 
depairture from the existing practices and may raise problems 
of political acceptance. But if the Center supports the 
policy by offering to aid the bacltward districts in a 
significant way, the chances of its acceptance will be 
brighter. 

In the strategy of development of backward areas, there 
often arises a question whether, within the backward regions, 
the focus of attention’ should be the "areas of promise" or 
"areas of distress." It is argued on one side that once 
the principle of developing the backward areas has been 
accepted then why should not the development start from 
the really distressed areas. On the other hand, it is 
stressed that in the first instance, only promising areas of 
the bacl^vard regions vhich have come to be Imovm as growth 
centers., should be selected for development purposes. 

Ihis again is a vain controversy in the scheme of 
suggestions made. It has been pointed out t.ha.t the bo.sis 
Qf the incentive policy will be "sector-space matrix" for*^- 
wliich thi.e' lowest hierarchical unit will be a district. 

Within a district, however, the location of any activity 
will be determined by its techno-economic and managerial 
feasibility. There is no. suggestion that space-sector matrix 


should also he prepared for small villages within the district 
boundaries. • • ■ 

In conclusion, it may be said that the crux of the 
crux of the _ suggestion lies in finding out a level ,ana 
structure of incentives that will be effective in regions 
of different levels of davalonment . 
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IK DICES FOB DETERMINING THE LEVELS OF REGIONAL 
DBVSLODMENT IN INDIA 



Agrl cultural Infrastructure 


Area under double crop per cent of net area som 
Gross area irrigated per cent of gross area sown 
Households cultivating 0-5 acres per cent of all 
cultivating households. 

Pure tenancy holdings per cent of all cultivating 
households. 

Hired attached workers per cent of all workers at 
cultivation. 

Cultivators and agricultural labouers per 100 a.cres 
of net area sown. ^ 

Cultivators and agricultural' lab-'urers per cent of 
1‘UTal working population, 

Particiuation Rates in Traditional Sector 

Male Tvar ti dp ati on rate, 1961. 

Female participation rate, 1961. 

Males working in agriculture per cent of nail wrcrldng 
p opul a t ion s , 1 961 , 

Single and family ■ worker s in non- agricultural per cent -n 
of total non- agricultural workers, 1961, 

Workers in household industry per cent of total working 
population, 1961, 

Potential of liuman Resources 

■'I’er sDns^ per '.mile Pp; P Po ■ 

D'emales per 1,000 males. 

Ifural popul ation per 1,000 of total population. 
Percentage increase of population, 1951-61. 

Immigrants per cent of total .ponulationj 1961. 

Children 0.4 par cent, of w^inen aged 15-44, 1961 
■Mfudepllteracy-Ppate, ;d 961 /Pip.-;:;, ;:;P^ ' P: PP P- D'P; 

Scheduled Tribe population par cent of total population, 

o::i9Si:po::;:p:^p:p-p:::,:p;:;p;';::::iM:d 

Scheduled Caste population Mor cent of total 

:::popui:ation;i:P196'lV:^;;P'c:P^p''p::::p,'P''p:p^^ 



Di stri Dutive Trade , MarxUfacturiiig and. Infra. s tru c tur e 


1 * Workers in retail trade per 1,000 of total ropulation 

2* Workers in manufacturing per 1,000 of total population 

3s Census houses used as business houses or offices per 
■ 1,000 of all census houses^ 

4a Census houses used as community centres per 1,000 of 
: all census houses, 

5«, Census houses used as restaurants and earing houses 

per 1,000 of all census houseso 

6o Census houses used as rest houses rer 1,000 of all 
census houses. 

7j. Census houses' used as school houses per 1,000 of all 

census houses. 

So Census houses used as medical institutions per IjOOO 
of all census houses. 

9- Miles of surfaced roads per 1,000 sq. miles of area- ^ 

Organised Industrial Activity in the Modern Sect or : 

1, Establishments run on electricity per cent of all 
industrial establishments, 

2. Workers in registered factories per cent of all 

workers. . . 

3e wihether headquarters tc"';’ (1) generates o^/Txpelectrici'by 
or (2) is connected to grid or (3) both of (NS) iioner. 


SOURCE: AsokMltra, Registrar General and EDO-officio Census 

Commissioner for India, Census oi india -i-'^Sl, VolUi-io 
Part 1--A (1) Text L ev el s of Region al Dey, elojm^ t_.xn 
I ndia, -M-anager of Publications, Delhi, 1965„ ^ 
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The purpose of the paper is to balid a weighted composite \ 

iiidex of development for identification of backward regions** in : 

■ ' ' ' ■ ' ' ^ ! 
India and to examine the trends in inter-St te and disparities 

in sectoral and general level of derT- elopiaent. In Index of I 

d or elo pm ent provides infcimatio.n aril guidelixie for naticn;il fiscal ? 

and monetary policies,- directly influencing the region. ai developnen^,-,- 

Such an index may serve as a b.asis for app-ortionaent of nationdl ' , 

tax burdens or allocation of finds from the fedc-ral to the 

vState governments. The problem of fUtur e grovth pattern viiich 

iErvestment imply can successfully be ahtlyssd vdth ihe h^dlp of sn 

index c'f development, if such -an index is built over a period of 

time, ■ . . ^ ' : 

Vdr~lous Measures of Eoonhmic Development 

In several count rios diffdrsnt set of indicators are used 
to id oiitify backward reglchs. InU.S.n. and; Western Europe .an ■ 

countries, regional^ unemployment and per capita regional income 
constitute the main criteria for the purpose of identific.ation,. 

Besides, unemployment, Industrialisation., life expectancy, ^ 

preductivity and so on are considered as iidicatcrs of Eccncmic 
development, 

* i-oithor is highly thank.fUl to Dr. Thavraj under vhose guidance 

this psper was, prepared, hs, far methodology author is very much , 
indebted to Dr. FaL. hoithcr is also, thankful tc Mr. Anil ILumar 

for his timely holp-pin- Biaking'^c^^ p 

** By region we aet-in ainguistio adainistrative units i, e, st.'iies, ! 



■ . In mapy empirical invest igatio ns identifying and analysing 
inter- regional disparities, differences in -per capita income h'-ve be on 
taken as the basis. These, investigations highlight 4ifference§,^i 
in the levels o f d evelopm ent in the form of the pfr dspita incc-me of the 
respective stfites as componred to the national average, o According 
to this ^approach, regions -vhich enjoy higher p er capita income are 
more developed thsn other states with lower per capita inoomo. This 
basis of 'anfslysis doubt succeeds in fooissing attention on ihe 

extent of povfirty but differences in per capita do not reflect the 

t 

differences in real income end standaid of living M yin t rightly 
cautions fibout the serious limitations of this £|..prcadh. There Lire, 
however, certain difficulties in using p, 0 r cgpita income as the 
criterion of economic development , parti cularly in a dual ooonoray, 
the arbitrary v;3lu at icn of certain activities, the insdeejaacy of 

converting state in come statistics at naticn;fl exchange rates -aid 

' ' 

the welfare (|i:ilifi cations associated mth diaiging ccimpositi n of 
out put .and the distribution of incen.o. *:*. Thus , on account of varying 
degree o f monetization in different st.atos, per caj...ita incr.co c.anrot 
be a g-'.-cd index pf dev '3lcp:ment, Besides, there are differences in 
concepts used fc^r cenputation of n.ation?l/regionE3l inocce. The scope o 
golds' find services included, in national out put ond their exaLusifUi 
for c.flcul.ating nationol. income ■•IL.so differs. Horeever, chfjinges in 
pricc-s of goods and services, includ sd in the naticnal income might 
deflate or inflate the ina-ne of;Various states. 


In India 


state income data ,eJ& In ^ 2 d equate and uno-'Cip arable befcuse iiie 
concepts uss3 and methodology hiopted for calculotinn vary -widely 


between different states. To over come this la'iina iaany attempts 
have been sfd e to estimate the state incemes for parti calcir. yeeirs. 
Only two ocmparable estimates of state income f~r the years 1950-51 
jand 1960-51 have -been made, one by MatioritiL Council of Applied 


'jCC 


■inomic Research^ and the other by the Irdisn Institute of rublic 


4 


Opinion. Recently Central Statistic^ Org-gnisation has also brought 
out some comparable state in a-me figures for 1960-61 to 1964-65. /. 

Still much is to De done to bring out a systematic, cempar sable time 
series of state income. 


In the absence of such comp arable and reliable state income 
data, it is better to- depend on severta physical variables relfacting 
levels of activities and exaaine them s'^psratsly ax.d co.uipositely to 
identify less developed and' more developed areas tind their nd^ure of 


de' 7 Slopment, Such an attempt is made in India and .aor^ht b^ m-,.ny 


individual researchers and a-)mmittees and Commissions, But the 
methodology adopted for evolving indicators, suffers from sibj eativitj 


eaxi kbitr-ariness. In any case they have not been cjiite subcossful 
in building objectively a weighted crmopcsite index of regional 
develo-^,.aent. Si:mply taking -physical ruad to combine tna-- 

together does ixit sr,ave -dae problem --of a-mp-sraoility unless the 
variables are weighted, .^y attempt to nttuc!:i wei.hit& tc these indica- 
tors is ’ ound tc be riddled- with subjectivity fond value judgement ; 


unless the weights are assigned scientifically. 

The. present paper attempts to filling up tnis gap by building 
up a weighted ccmposite Index of bevelcpraent to highlight th..-- ''' 
■eccnomic backwardness of the regions. The Statistical Tedrnic|ie j 

employed to build up our weighted cr-mposite index c f dev eLopment 
consisted in .finding out the 'frincipal Gcuiponents' of the group 
consisting of various variables and derive the implicit weights 
based thereon. The composite index is then built by ccmbining 
various indicators whose implicit weights are filregdy determined. The 
Tecimique ^plied here is kxiown as 'Principal Gomponent analysis' vhioh 
is a brarich of ' actor n-ntlysis' . 

■■ . Fach-r Analysis was developed orlginplly' by psychclogists in 
connection mth the determintotion of mental factors frc-m scores on 
various psychologic.al test--. The primary purp.ose of the Factor 
Analysis is tc reduce the origin ;il number , :f exploinatcry variables 
to . a srroiler number of independent factors 'in terns C'f ihich the 
vhole set of variables car- be utherstoed. Factor And ysis, provides 
us with a simpler .and Eir-re ooirieact explanation of the regularities 
■ in the empiricol results. 

AS in Regression Analysis, Factor Andysis breaks dca-jn the 
origind vailance crnpcnents associated with the variati-n of a set 
of other quantities. In Regression An uLysis , the variables liioso 


dependent 


*7 ariations are docC'KiposGd in this manner is kncvjn as 
■variable:. Thus by contrast vith Regressioh AnaLysis, viiich is' a 
stud y e f d epend ehce , F actor i^nalysis is a stud y o f mutufil int er- 
d epand ence, 8 ' ■ 


Another, feature that distinguishes Fact'-^r An,aLysis from Regre- 
ssion Analysis is that in Facta’ Analysis the final ejplanatory 
variBblss are not obserrable magnitudes. They are rather groupings 
c.f the or ig in sj: variables into a number of clusters known as ."Factors” 
■ Each ’FaGter- is a linear . oonbinatiou of the initial variables. More 

specifictilly, eadi factor is an eigen vecto;r of the corraLation 

9 ^ ' ■ ■■ 

.matrix aaong, the original v /art adles. The math art ati cal prin dpi es by 

^fiiidi each favtor is fo;rniod from the obsenrehle vai’iables are as 


1. Those variables toat fare most clea.rly inter- correlated 
are ponbined -within a' single factor. 

2. The variables allcCated to a given factor are those that 

- are most -nearly independ ent of the variables ellccated -bo 
the o-fcher factors, ' 

3. The factors are drived in a manner that maximizes the 
percentage of the total variance attr'ibutable to each 
successive factors. ( given the inclusion of the preceding 
factors) . 

4. The factors are orthogonal or un correlated , 



A major aim of factor Analysis is to determine the coefficients 
that relate the observed variables to the Factors. These co- 
efficients, -whiGh sre referred to as Factor Lo edings, play the sm'.o 
role in Factor analysis as do Regression Coefficients in cor^^g^ion 
analysis. Since the sc^rared factor lorri in gs re^jresent the relative 
contribution of each factor to the tot.al stardardized variance of a 
variable, the sum for each variable of 'its ’scji'ared factor loadings' 
(known .as conmiuniiliti es) indicates the extent to y.iidi iiie comraon 
factors- account for the total unit variance of tiie v.ariable. Thus 
the role of the communallty in Factc:r Anjiysis is analogous to the 
role of the coefficifaat of multiple determination, 'R^* in Regression 
iinalysis. trincip;!! component Analysis is a brancii of Factor 
Analysis, It follows essentially the same procedure but operates 
on a fall matrix of correlation i. e. without the estimsbes of 
communalities in the diagon;iL employing the ibllowing statistical 
' loodelj ■ ' . • 

1 2 . ■+• Gjn ' 

iftiere Zj is a st.andardized var3.aDle vath Zoro mean and unit variance, 
and ajt are the coefficients of the Factors or Factor Loadings and 

rl, x''2 pn are, first, second and n ' principtl components. 

"First i'rinclpfl component is that linear combination of the original 
variables which contributes a maximum to their total vari .an ce. The 
second principal component, uncorrelafed with the first contributes 

a maximum to the residue! Variance iad so on until die tot ••■I. 

i -id ' i;. ' '•1::; ip-:: :: • > : 

variance Is eiq,,loined , " The purpose of the rrincipal Component 



Analysis is to roducs the large bcdy of data so that a xaiiiimum of 
th e V ari aric e is extracted,-. 'Whereas in contrast to th e M aximum 
T ari an ce Approach, factor Analysis is designed to aaxiaally 
reproduce the correlations. 


The cred it for developing a composite iriiex idth the help 

11 

of i' rincipal coEiponent Anslysisp goes to Hegocd, Who employed this 

technique in regional snalysis to delineate major regions of 

■ - ■ 12 , 
relatively greater honogenity. a foy researchers h^/e used firsi and 

secrind and subsequent factors/ components constructed out of a 

hetrogeneous group of variables in an iOTernaticnal/inter-district 

comparison. But this method of taking more than tio factors, has 

13 . 

some short comings, f’r. M.b, t 8a. rightly pointed out. 

Principal components are by d efinition orthogonal or 
indi^'endent (unco rreL-atei) but in reality, the regional indices 
vh ether economic or physical, need not be indetiendent, Natural-ly 
if the total eipledued variation is significantly high only for 
one or t-vc factors/ components, it is possible to hewo the 

. ■ , ■ ■ ■-! A : 

. ■ ' , ,,, X'**'' 

correlation matrix pa3#.ioned by the Goncn:)t of '3' coefficients. 

Such th.ot turn or more specific groups c-an be formed. One con 

t 

trfce then tvo or more First princip-O. components of the specific 
groups instefd , of First,. Second uxa subsecfient components of the 
aggregate gioup of hetrogeneous v.ariables. This method has some 
o£dy;ahtagbsi .;:((((p:Op'( ■ 1 



1. The cbliquenees of specific inii caters vfcich laay exist in i 

reiity, is t6ke» into account, while, orthogonal princi; ,.T_ 

' ^ ■ ' '' ■ ■ ■ . i 

ooaponeatvC computed from an aggregate group csainot rfcj^.esf.p^ 
oblique iixiic’-.tofs. , ' ' ; 

2, The -variables of specific groups are so partitioned and ’ 
screerisd from the oggregatG group -that each of thea raoosura 
the sriTiG group character arid as such there is no ambiguity 
or .aDEurdity in the interpretation of the first rrinci:.;! 
conponent of the specific group asaa specific irdicator, » 
viiil e the intefiJret'Aticn 'o f each ririci;. .si cjruponerit -whicri 
involv Cis fjll variables 0 f the aggr eg rite group is very ’such 
subjective and difficult, all principal components 

_ evolved, from the aggregate group of variables need not 
-'Iwtiys be economi*. ally meaningful. 

3. Sp;ecific indiCcAcrs eadn of whicii i.nvolve ,a set of in'l-oi.;! 
v.riables could lae . , nip g fully be combined for oorij^ o.‘:itt 
region alis-ation by aggregati-ng them possibly wltl; s.oaa 
suit-, Die weights. y-St.-adi ad -diile such, -a coniDination 'is net 
ptimissible vhen Irxiic ,tors are ^..rir.ci,- .1 ccrp'cnent.s , -ac 
of whidi involve the e;;xio set of indie ..to rs/v ;,ri .olas . 

4. Tho cci.p.,ution.aI Ic-ad is mudi rtducod vAi-ajCi first |.rincii. 1 
cemponeptB" .re computed ...nd then C'^mbinGd -togeih .ar. 

Dr, f cl hims oLf h.,s constructed a acv-nsite index of 
develnpEorA .-iong the, lino suggest-cd above. T.-,' construct a 
composite index hd .fi.rs-b .built . four grou_ indices namely, 



igri culture, Secondary Secter, Tertiary sector and U rbanisaoion. ne 
coJiibined the last three group indices together and named 'non- 
agricultaral sector' and fineily he computed the composite index 
of d evoLopment in toie folio -wing manner: 

I = wl ( A 1 A ) X 2 h) 

yhere Wl .and W 2 are the variable weights in proportion of lEbour 
force engagei in agricultural sector ahd non-agricultur.sl sector 
in the respective districts. A and h denote the cc^nibined irdioes 
cf agricultural snd non-agrioaltur-i sectors respectively ard 
A 1 and A 2 are the constant ratio of agrioilturfil and non- agri- 
oil tur si labour productivities to the gonerou labour productivities 
of India in the respective. .sectors. 


A' 


j-CIong the line suggested ,.bcve we , also h've constroicted 


xmposite index of darelcpment at the State Isyel for the p 


purpose 


f identifying backward regions. Iicwever, our work differs from 


ihat cf -Dr, rai in fol3-OW'ing 


rn.ctne fitsi 



level 


token tliree- time points whicn on-aDie us 
trends in development verticelly as ’'.Jci: 


Iffersnctoll-Q, 


d'!' not build twr 


thto|cbm®Qi: 



separate set-tciral iidices. iigri cultural ard non- agricultural, and 
coEbine them together -with some suitable weights. Instead va 
hwe ccEbined' ell the sectors! indices together iend get the 
Gomposite index of dsvelcpEient. 

Sta tistical hodel t _ 

.To state the method mere specifically let Xi be the ith 
T ariabi e -ind Xi j be the v slue useumed by th e ith v ari sbl e on the 
j.th observiition. In our study v^s.riables fire the eg ri cultu ral , 
Industri-al,. Mu cation al £ind Banking indicators. The- observations 
are th.e V arious States. Iri. p articular Xij thus represents the 
scores assigned to the jth State on ttie ith v ori abl e- b f Sth sector 
and the first principal crriiponent is the. linear o'mbination of 
weighted variables.fh e ecjiatipn then is 

f 3 = y? XI + W2 X2 + V/n In ^ 

‘;«hare ' is the first principal. ccEpcnuut and Wi t.re -Factor 
loadings cr Coef fici ents cf correlations bs;;tween ttie first j.rincipol 
oomponent aid tbe vari,. bless ; This first principal a:.!!], cn^-it 
itself is the index of darelopment. Thus composite index 'Z' c;ja 
be written ass ■ - 


Z - yi XI + W2 X2 + + 


The variables are divid.ed by their respective st, and aid deviations 
O the, ini' t:-b:f;;;l!ymEUr^ 

' component analysis huLps deriving' these Fucter lotdings or weights. 


Our '2f 


-sll;- 

is the linear oombinaticn of Xi / -viiiGh account fcr 
the . maximum variemce. 

Jkii£i£Jii-.St3id^ ^ ' 

' To d. tjrelop pur mcd el identifying ard analysing inter-state 
disparities in development in I rdi a, we chose sorae 34 variables 
from four specific sectors.— iigricultur::!, Industry, Fducatinn and 
Bonking, Initially we ttiought of including, transport and Health 

• “ ,A 

Services also but due tc inadequacy of relevant comparable data we 
could riot do so. The four specific sectors and their indicators 
are giv en belowj 

Aaricultur al s e etc r ; , 

A1 = log 1D( al) agyl cultural output per lakh of population, 

iiZ = logic Ca2) agricultural output per icrker 

A3 = leg ID (a3) Gross area irrigated as per certt; 3 ge of 
gress- area sown. 

, ii4 = log ip ( a4) , Gins-Uffiption of cheiaibal fertilisers per IDOO 

' • hectres; and . 

- A5 = log ID (aS) Med-icnisation index. 

Industrial Seetcro ■ ’ ' 

11 = log 10 (il) do of factories pOr lokii cf population 

12 = log 10(12) No cf factories per 1000 sq. km. 

13 = log 10 (13) Percentage cf wr'rkars in the total population. 

14 = log ID (14) ” Industrie! Employees 

15 = log 10 (15) Factory workers per 1000 sq. k.m. 



Id - log 10 (16) factory Employees ■ p er 1000 sq. K.M. 

, .. 17 p=\lQg ID (17) High voltage industrial power ao ns uis^^t ion. 

' per factory, ill, Viatts' per hour (iinnual)* 

I8 = log 10 ( i8)‘ Vclue added by manufacturers p JU* 

Banking S; a ctor 

. Bl = log 10 (bl) Ho of banks per lakh of population 
. : ■ B2 ” Ic g 10 ( b2) < d-^osits '’h 

B3 = log 10 (b3) Graiits ” 

'B,4 = log X' ( b4) i- ercentoge' cf bijnks in the tot :-i number of 
bcoaks in the country. 

B5 = log 10 (b5) i^ercentage of depssits in th g total deposits. 
B6 = Ic g 10 ( b6 } " <• credits " . 




.iil,— .log lo ( 0l) Llterat.es as, p.ercBiitage'.of popuXaticD* 

E2 = log X (E2), S.dirlars as " « ” 

E3 = log X ( e3) Teachers us » 

E4 = leg 10 ( e4) School going children " ” 

Eb = log X ( e5j G;: liege going children ” '* 


Before statistierfo ;u:i..lysis could be attanpted the variables selected 
W'^rt^ plctttd on o ^raph poiyCr to; fina out the nature, of the statistical 
^ ■■‘■h The grti^jhf j iiowQTerj rsvcflod tiiese distributions to 
be highly skewed devioting fo.r fr-m the noriavi. distriDution. There- 
fore to minimise foic po-ssibility of statistical bias tiiese variables 
aretronsfomd logomfciimiufoly. These transfomei variables sxe 
denoted byni, li, Bl urf Ei where i = i, g, ........n. 
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The data relate to the years 1956, 196 1 arid 196 5 since the 
d ata prior to 1956 relate to pre-rsQrganisation period. They are 
in cc'Bp arable. Therefore, we start.'sd cur analysis', froti 19 56. In 
order to show trends we chose two more time points; 1961 and 1?65. 

Such an index could be built for latest years if information 
regarding all the rariablss were available. The variubles diosen 
for the study relate to 14 important states in Iniia namely, 

andhra irhi esh, Assam, Bihar, Gujarat, Kerala, M.i. , Madras, : 

" ■ - ■ ■ - ,1 ' 

h. ■ ' ■ ' ' ■ ^ 

M'iiharashtra, Mysore, Orissa, xunjab, Rajasthan, U.r. and West Bengal. 

I MbX of. Deyelepiaent for the AgricuI.tur.iL Sector I 

For the purpose of constructing a crmbined irdex reflecting I 
the regicnal d ev^opiaent in agricultural sector, we initially diose j 
nine variables/indicators. First four are listed ebove. Besides I 

these four we chose, oil Engines, Electric pumps, tractors aid ; 

Electricity a-nsui:^tlcn per JOQO hectres. But they had very I 

insignificant correlation with other vari^ables as the use of these 
modern egripmcnts are still very limitoi in India. Therefore, 
in s t ed , of taking them ssparattily, we cr^nstructed one index of 
mechanisation.. This index has signifir;fflt ccrrol.ati'n witii ether 
varirhlts of the sector. We aLsc soloctd cultivable l;uixi per T' ■ 
agricultural wr i-ker but ultimately emitted becoure of i ts low .and > 
insignificai-st cc^rrelatio'.n,..vith cth^r variables. Thus fin.idly we [ 
SidLected the uDove mentK'.ned five, indie /itors. We wlrhtsi to : 

incLudu .’marketed ■ surplus* and'use, o,f high yielding variety sec-ds' I 
else in our analysis, Ixit agd.n we could not d^' so due to ined ec}i.acvl 


16 = log 10 (16) factory Ekp: 


is per 1000 sq. K.M, 


17 =: log ID (17) High voltage Industrial power o:vnsu!ii,.tlon. 

■ per factc'ry, Kl. Watts' per hour (iinnuol) 

18 = log 10 (18)lY£l.ue gdded by manufacturers p or •apitg 


B, - 00 king S-ector 

, 31 - leg 10 (bl) No of banks par lakh of populatl-n 

, B2 = leg 10 (b2) ( d.^oslts " 

B3 = log 10 (b3) Credits " " " 

B,4 = log 10 (b4) r ercent oge' c f 'bsonks in the tot,l number of 
banks in the country. 

B5 = log 10 ('bd) Percentage of depssits in the total deposits. 
B6 = lcg l0 (b6) » » ertdits " " '• 

Education Sector; 

• : El=:,lcg 10 (el) Literates as jjercentage of population. 

E2 = log 10 (E2) , Sdh.-lars as ” ” ” ,, 

E3 = log D ( e3) Teachers as ” 

E4 = leg 10 (e4) School going children " *’ 

E5 = log 10 (o5; College going children " " 


V 




Before statistic:! (analysis could be attempted the variables selected 
were plotted on graph paper to flna .mt the nature, of the st.utisticil 
distribution. The graphs, however, reverled th esa distributif-ns to 
be highly skewed deviating far from the nomal distribution. Thare- 
fcrc to minimise the possibility of statistical bias these variables 
are tr',jisfoimid logi'iiithmiclLly. These, transformed variables are 
old :bhDt ;(hy :: hi ^11 i j:oBi; ocMl^Ei; : lduere;<i::= 


•sl3:- 


The data relate to the years 1956, 1961 ard 1965 since the 

data prior to 1956 relate to prs-reQrgaxiisation period. They are 

in coaparaDle. Therefore, we starts our analysis' fron 19 56. In 

order to show trends we diose two sore tine points: 1961 and 1965. 

auch an index could be built for latest years if infortnation 

regarding all the variables were asrailable. The variables diosen 

for the study relate to 14 haportant states in India namely, 

nndhra r r£d esh, Assam, Bihar, Gujarat, Keral a, M.x Madras, ^ 

' ■ ■ • . /* 
Maharashtra, Mysore, Orissa, iunjab, Rajasthan, U.l. and West Bengal. 

X M§x of' Deyolopiaent for the 'Agricultur.:iL Sector 

For the purpose of constructing a trubiriei index refLecting 
the regicnul development in agricultural sector, we initially chose 
nine variables/indicators. First four are listed above. Besides 
these four we chose, oil Engines, Electric pumps, tractors and 
Electricity arsumpticn per 1000 hectres. But they had very 
insignificant correlation with, other v^aric^hles as the use of these 
modern ecjiipments are still very liriiited in India., Therefore, 
instead , cf taking them separately, we cru-istructed one index of 
nechnnisation.. This index ha, s significxait corrcl ,-.ti' n with othor 
variables of the sector. We also selectih cultivable land per T"- 
(■agricultural wr rker 'but ultimately omitted bectju-oo of i'ts low and 
Insignificant a' rrel at iern with other variables. Thu,s finally we 
selected th e uDove mentioned five indie , to rs. We wished to 
include ,'ntarket ad • surplus*,: and'Uvse r,f high yielding vsriuty seeds* 
else in our anjILysis, bat agai.n we .o-axld not d- sc. due to inedetjiacy 


O X d. 8L* , , . ■ ' 

• ' ,Pigai-8s reL,;.t.iiis: tc. total agricultural out put wore n-t^ ^ 
fXirailable, t her ei-ro, vjo tG0'k.-t3ae yield of principal crops and 
their respective :fLl st>.te tivert-^e prices for the estimation of 
■tot'l out put in vdLuo temis. Thc^ prices, however, relate to the 
year 1960-61. Const ant prices ore taken for the purpOvSe of 
Gcxxp acrise&, horisent ally -ud v ertic^aLlj’’. -he . collect <xi data rcfLating 
to these .sbovo mention ed indicators from various scurcos, xlmaning 
Gomi'iissicn, Ministry u f food ■ agriculture , G.S.O. luDlicaxions ' 
ard Fertilisers S tatistics. The data for cc nsuffij_ticn' of Fertilisers 
relate only tc' the nit rogenecus fertilisers. The nitrogen o-ntents 
of Vrorioue fertilisers like - iouiiioniuia suij,.hc,te, troa, etc. were 
found cut and; then .^dded. 

These data were gr'^uped together by opa-lyirg 'B' Go-efficia: b 
method on hetrogencus group c f 24 v cxiiJDles. 

The correl .tion matrix of indicute.rs of -agri cultural duvoLcp- 
xient are given in Toole 1. This is a pcodod correlation matrix cf 
three yeoxs: 1956, 1961 oxd 1965. 

: : ; :■ p ^ ^ : -p- ■■ ' 

1. 1.00000 

0.68313 1.00000 

0.17897 0.27504 1.00000 

- 0.03311 0.27692 0.26 323 liOOOOO 

0.08647 , 0.38325 0.2507 5 0.43713 1.00000 


-i 15s-- 


The correlation matrix shows that all the variables are 
mutually cor-associatod. Though 'vari' able ho* 4 and 5 do not show 
Gcrrelation* vThis indicates that, in our country, sc far the use 
of cheraical fertilisex*s .axri modem' equipments are not very widespre?-ad 
These varicdDles are ocnsiderel for iteration purposes* Given this 
matrix, -with th<s htiLp ci iteration, ve -wcirked -'Ut the fin facto: r 
loidingc. To h^we a Goiainqn dencciinatcr, the selected variables are 
divided by their roepective- stand e.rd deviaMono. Finally the 
combined ind ex cf ii.griailtn.raL devaLcpmact is computed by the folio V/ia; 
equation. ■ . 

Itijt = 6177 1 fii + -8468 I + .56 41 5 A 3 + ,5593__iii: + - 

d"i ,02 03 

^ .6 574 2 A5 . ( 1) 

*=,1 14 * 

t = 1956 , 61, 65. 

This Sector:.! Index had significant cc-rreLation 'Ath it? constitutes 
vari?:ibleB lil, A2, A3, M find a 5. The coefficient b were as high as ; 
.63, .81, .58, .50 and .65. These relationships were not only j 

pcsdtive but .-Iso signific ..nt. 

Table 2 presents the' estim -ted v.aLue of combined itriex ’A' 

for the ye-ars 1956, 61 ond 65 :!.cngwith their correBponding rantcc"^’ 

for the bench mafk years. A careful perusi-l of the Tablu reve'oLs 

that in 1956, as many as. 6 . States rurg h, li.r., Taail hfdu, jindhra 

irii:..sh aid Vest Bongal ere. found to have an index v,.a.ue to be 

* The use .of fertilisers has Increased since 1965 especifxLly in 

the irrigated iireas. ■ 
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grtic^ter than tb® ether seven States - Bili'er, ie .x- . , R- ^--igthan, 
Orissa, Iierail;-. ari i-i ;-iiara6h.tra, less th:n th<= nutien.>l aver::,gs. 
However, Guj.ai' at appro liini-tei. the not ioniiL average. 

A rank wise ‘.ai-xLysis of the State slr'ws that in 19 56, xunjai; 
reorrded the highest index value followed by H .x . c<nd I .'jiiil n.odu. 
AS regards the rlLative pcsitions of the States as compared with 
nat ion, oL overage. The vriue o f the astimoted index varies fr:n 
19.76 for iunj,r£> to 13.76 for Orissa. The estimated vofLue of the 
ggp between toe highly d ev eloped to the me st backward State was 
iibcut 5,98 in 1956. This variation in the index veiue previd es 
cr.inclusive evidence of the glaring disparities tiict exist ai in 
1956 in the agricuiLtural sector. 

A careful perusal of ’1’ 1961 ;aad the ranks bas-sd thereon 
r<.veaLs that although aes'.luto ind&xv-alues in 1961 got ch ranged 
the relative positions cf States remained more o-r less unch>j;i,i 'ai . 
This evidence was nestoi statistically by estimating ’ spetirm-mi' s' 
R.';jak Coefficient cf ' G-- rrdLati n Dotween the r Jike assigned, in 
1956 -Aid 1061, The Co-oi‘iiciv,nt '-f oo rrel.-ti'- n w/rked •.-ut to 
be as high + .86 viiichi is found tr be statistically highly 
signific^'jit. .Ag;.in i-un.) b w .s ranked first in 1961. This was 
f llowod by Tamil h flu. Rajasthan, M.x . , Bih r .-..nd Orissa, 
Constituted the last four in 1961 as iii 1956. Bven f ■ r 196 5 
results xre n-t vory difforent,. Ranking cf the States rcmc.intd 
more or less the sisae. , T.n this case' clso rank o-oefficlcrrb of 






The correlation matrix shows th.-t til the variables are 
rautuelly co- associated, Thc)Ugh variable ho. 4 ard 5 do not show 
correlation. This indicates that, in our country^ sc far the use 
of chemicsl fertiliser’s gnd modem equipmarts are net very widesprs?d *. 
These variables ere considered for iteration purposes. Given this 
matrix, mth the InlLp of iteration, we worked out the finiJ. factor 
locdings. To hme t:. Gemaou denominator, the selected variables are 
divided by their respective star'd ard devicitions. Finsilly the 
cr-mbined ind ex of ugricultu-ral elcpmart is computed by the folio wiig 
equation. 

Hit = 6177 1 iii + .84681 Ji.2 + ,56415 O + ,5593 A4 + 1 

g'1 V3 ; 

+ .657 4 2 A5 . ( 1) ' 

1 ...... .... ,.14. 

t = 1956 , 61, 65. 

This Sector.:!. Index 'A' hed signifiemt corrdlirticn with its constitute 
variables aI, aZ, A3, M and rt.5. The coefficients were high as 
.63, .81, .58, .50 find .65. These relationships were not only 
positive hut .Iso significant. 

Table 2 presents the estimated v.slue of c-mbined irdex 'A' 

Hr the ye.rrs 1956, 61 and 65 riengwith their corresponding ranks 

Icr the bench mark years, a careful perasH of the Table reve;iLs | 

that in 1956 , as E'.i.ny os. 6 States lunj h, b.l. , Tasil hdu, i'mihra 

Ircdesh and ¥ost Beng.al see found to have 'in irdex v.„aue to ba , 

* The Uvoe of fertilisers has in or eased since 1965 especielly in i 

the irrlgattji areas. 
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grtiuter than tb® ether 
O rissa, heriil;;. and h :ji 
Ho war er , Qu iar at appro 


Gyveii,St.ntes - Bihar, h.i . , R-iasthan, 
ariishtra, "leet than the nation oO- fnrer.^ge,- 


am -tel, the. nuticn^i- average. 




A r.:nk wise ainaLysis cf the St::jbe shows that in 19 56, run jab 
■rhorrded the highest ind ex v :3lu e followed byli.i. . aid T;: 3 ail b-adu. 

AS regards the reiatdre positions of the states us cenpared with 
natiend. verege. The v-olue o f the estimated index varies fr:B 
19.76 fer iunj.ao to 13.78 for Orissa. The estimated vtaue of the 
gap between ti.ie high Ij;" d ev eloped to the me st backwaxd' State W:is 
about 5,Q8 in 1956. This variation in the ixdox vhLue previd es 
oonclusive eviiencs of the glaring disp -ri ties fchot eastid in 
1956 in the agricultural sector. 


A careful perasal of ' A' . 1961 pand %ho rtunks Dasd thcrec-n 
reveals tb.ut although ansoluta ind ex v laLues in 1961 got ch tinged 
the relative positiens cf States remained more c-r less uncbu'pd. 
This evidence was n&stud statlsticcdly by tistirit.ting ' spetrvatn' s' 
R.onk Gc-efficioit of CorrdL'ttion ootwoen th ■; r.jiks t.ssigned, in 
1966 aid 1961. The Co-.;,fficit^nt 'tf Ci'^rrelati'- n worked •-.ut to 
be us high + ,86 daidn is found to be statistic tj-ly Idghly 
slgniflG;'.nt, Again run j b y .b ranked first in 1961. This was 
f'llcwod by Taodl h du. Rajastinon , M .x . , Bih r -.nd Orissa, 
Constituted the last four in 1961 as in 1956. Even f r 196 5 
results are not very different. . .Runking’cf the States rorr.lntd 
;pfe' r® : hr p IbsA o t hbidthd oi; o :df X 
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in t-ho first p rincip^. , * r 


Eiponont of this group, beaeuse of their very low 
correlation with ether variables. .. ^ ^ ' 

j-r- ■■ ■ _ . Though the third h:d some corruL -.tioi 

with other variables, it was very insignificant. It may be because 
• ■ absolute 

Combined inder measures^. ../'■-■KT'’ of development, whereas this 

indicator as fan efficiency variable is a relative concg)t. Tharefore, 

j' 

we exclud ed this indicator. , ; 


The indicators choreii are mainly compiled from 'the^ i 

census of Indian manufactures’ '.-inriucj. Sur/ay of Industries and' I 

other G.S.O. publications. Population .nd workers data, ara estimatel 
for the years 195’6 and 1965; It should, however, be noted that the 
definition of 'factories' employed in the 'Census of Indian manufac- ^ 
turer^' in 1956 is dixisront irom that in the 'xinnuuL Survey of 
Industries'.' Even for other years the concepts and coverage of ; 

facto ri® differ in both the sources. . Therefore these dtsta aro not 
strictly comparable, 'i'hey raay oe used for cross-section.-O. a'n^dysls. 
Besides tfjis, we also do not hare ale quats data on sniall seaxo 
ii'dustries. This may affect, the ranking of those states with small 
scalt- indusbrios , though not sioni^i^^abtly. 

The index of devoLopment ,of Irdustri!iL sector is givtn in 
.equation (2) vhich is the .first, principal component of tiiibt 


20i- 




78586 n + 

.887§7 . 


+ ,96 146 

I 3 

5*1 




;f3 

.93139 14 + 

.9609 3 . 

15 

+ .94027 

16 . 

■ D - 





.447 28 „ 17 + 

.91685 

. 18 




( 2 ) 


,57 

Thu correq)ondxng co rrel at icn matrix is given in Taole 3s 

■l--^QXe — 3 


1. 1.00000 
2. 0.8 2886 ,1.00000 

3. 0.78844 0.78310 

4. 0.66902 0.70673 

5. 0.66537 0.90291 

6. 0.58672 0.84391 

7. 0.04039 0,23621 

8. 0.69711 0.70851 


1.00000 
0.9 217 3 
0.89993 
0.849 34 
0 . 339 5 4 
0.94094 


1.00000 ■ 

0.85009 l.OOOQO 

0.91023 0.96056 1,00000 

0 . 46 211 0 . 41427 0 . 496 23 1. 00000 

0.85158 0.84932 0.79044 0.42962 i.OOoO'" 


The aLancnts of thds matrix ai^ quite high and as sudi the tot. si 
variance e^lain by is c^nsid erably high, ehout 75 per cent. 

The coefficieids of correlation of I wltli each' of eight v uri able e 
in order are .78, .88, ,96, .93, .94, .45 and .92. natur^^ly 

each of th,. initijfL v..riaDle is very mudi reflective' of the develop- 
m £iit in I rxi u s t rl al s e etc r * 




i?rom i rank vise an<0.ysis of comDinud index of 

various states ibr different years cari be prcp-ai^. In 1956 only 
xd.^;.st:gtes;,:.^esf : 

recorded an *ove average index vdlne while other states like, 


ii-aj asth ciXi ) Assani,, aad li.P, viersi -btiow c':vi.Jage> VIost Beng cl 
rankol first in 1956 and it maintain al. its position in 1961 and 1965, 
Infant the four dev ciLoped states maintained th eir high index v-aLues 
in 1961 and 1965 eJh the four bc-diwari states raatiined. backwcud during 

- ' 5 . 

/.xli these yeax’s. This clearly indicates that the relative position of 
states roTiained unchangtd. This fact is .further confixriied by 1ii.a 
co efficient of correLation ■woxc,*u out , for different series. RfUik 
coefficient came cut to do as high as + .88 ard +.96 for the yesrs^ 
1956-61 and 196 1- igBS^vSaidi exa .statistic'xLly highly signifioant. 

A aarsi^'ry look at the table rareais that Kerala has imp roved its 
position from 9th to 4th during the period urd ar study. But out 
expl&naation for such a jump is sought, as eTplaineri earlier in the 
difference in the concepts tad, cover sge of factories dopted in 
1956 and 1961. ivexida has large number cf smaLl scale industries ; 
viaich vere not included in the e.arlier source. Despite these 
diffciencies the above ran aly sis reveals that region,.! disparities 
did not shcu any sigi5ific.ant decline 'in the iuiustriiiLsootor. 

S lu e .a tin n- S e ct.T)r ; 

Education;!! deveiopment is imicated py five indicators - 
rj.xiely literacy, number of sahoijxs, tead-icrs us percentage nf 
population, school going students „nd college going students 
p er cent age of tot, cl state- population, luit'u-lly ve dtcse, studenu 
teod'ier ratio tand students ins.titutim rati-cs. But thuy showed 
in significeaxt cerreiLation with other vaiicbles. Student 
institution ratio v.‘.xs negativdiy co-rrelattd with other variable® llicc 


Hence we hay e 
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percentage of .scholars in ■■ the . total 
.dropped this Iridicatdr. 

The I'idcx of Jiducotion devaLopmait 'I o’ is given in equation 
3, which is the first princi,.aL •uuponent of five variadl^is. El to 
S5. 

IE = .9 135 3 El + .97685 12 + .7 3226^ E3 

l'Ti u' 2' . ^r3 

■ : + .97511 E4 + .7 20 38 Eo (3) 

The correlation aatrix is given in T aDie _ 5. 

,T^^=:_^ 

..'l.OOOOG : 

0.93012 1.00000 

0.5S6.'29 ■0.63592- 1.00000 ■ . 

0.89179 0.97887 0.64050 1.00000 

0 . 46 3 29 , 0.65 15 4 0 . 367 7 6 0,67 366 l.OGOOG 

; ■ ’ ■ '^' ■ ' ■ ■ ■ ^ 

The total variation e:!^,lalrifcd Dy IE is about 76 ^.er cent vhich is 
very high. The ooefficients cf correlation of IE with a ad: of five 
variables in crier are respectively .92, .97, .73, .66 aid .72. Thus 
■uH these variables are highly reflective of education-sl development. 

Taole 6 reveals that Eorala occupies the highest place in 
respect of aiucatic-nal development followed by West beng-:-fL and LaiiurashtB 
in 1956 , byi'-iysore and Tamil wriu in 1961 and by Assam jad in diarashtr., 
in 1965, Agcdn Rciij asthrma, Orissa, t.i. and Hihar occupy the lowest 
place in .:iLl the three years. It dearly shows that in these states 
' education is yet to be popularised. Education soeas to go -with the 


pcpCLatdcih 



s 



general levi^ of development’ and industrialisation. 

its in earlier cases the relative positions of states sho’*>ied 
no significant di-ange. The rank coefficients are as high as 'i'.S6 
and +.86. But some change has definitel.y taken place. One thing 
noticeable is that all the States, - de\r eloped and backwaid , have 
recorded a gr.;du.ai increase in the irriei: values. For instance 
index V. clue of Assm has increased fi-os 27.7 2 in 1956 to 33.81 in . 

.J' 

1965. 

B,rni;ing Sector 

The banking systaa of a country cfin play a vitel role in its 
ex'onGffii c d 87 -siopmerit. Banks constitute an important institution 
attracting deposits, lending credits, growth of Danking facilities 
imicates ttie extension of orgeuised credits to developing seivlc^rs 
of the economy. For the pu.rpose this paper, nuinoer/of bai^k offices, 
deposits ard credits in 'relation to populaticui and to their tot;jls 
are tijien as indic-ators of Danking development. .The main scuroo for 
these data is Reserve B.,ink of Indi,^. .The index of oaiiking dv?/elcpmen 
is given in equation(;4)' . l^ihich is the first princi, :ii com'i.onent 
of variables ni to B6. 

. P 

Ib = .78164 ]3l + .9'g582 B2 +.95668 B3 +.88557 B4 + 

d'aV: ■ ’ ' ; ' : : ; : 11: : a ' I 


oo 


The correepoming correlation matrix is given in Table 7, 


1. 

2 . 


5 


6 . 


1.00000 

0.72701 1.00000 

0.7107 2 0.95961 

0.79417 0.67154 

0.53434 0.84047 

0.54i94' 0.81331 





1 . 0000 '.. ■; 

0.7X16 2 1.000CO 

0.S7019 0.81351 ■ 1.00000 

0.9 0 205 . 0.8207 7 0.97 315 1.00 0 00 


The elements of this matrix are. quite high and as sucii the total 
varLation explain'd by Ib is abc'Ut 82 per cent diidi is significantly 
high. The ccefiicient .of cc-.rrel.aticn of Ib vith each of the six 
variables in ■•-■rd 'sr are respect iv aLys .78, .93, .96, .88, .93 and .94. 
Naturally each of initial veriaDl.., is very much reflective cf Iho 
development in Banking sector. ■ 


Table 8 sh. ws the relative positions of each state. M .jh.ar.'ushtra 

odcupiep the highest ;j..l...Ge in d ev elCj^m ent s in D.:.inking which it has 

maintained in .all the 3 j^cints cf comparison. M jharashtra is folic wen 

and 

by West Bengal# Tanil Wandu srrl Guj ..rat. Orissa, Rajasthoin, /Bihcr 
have remained backwaid in the Dunking as in the case of cther 
sectoral developments, 'irissa is the most backwaid aaongst the 
Indian st'^tes th^'Ugh its index value hns ■impr.''ved from 4.031 in 1956 
to 2.7 29 in 196 5. 


It seems;^ fr-m the above :anaLysis that banking sector is highly 
correlated with IndustriaLis.afc ion. .Industrially dev clop, d states like 
Maharashtra, West Bengal, Gujarat and so '"n have d evelop ed banking 
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sector aid vice-versa. Regional disparities in banking sector have 
remaind constaiit. The rank coefficients are as high as +.994 and 
.999 betvjeen the ye,;,rs 19 56-61 and 1961-65. Rank-wise analysis of the 
States show that during these 10 years the distance between the 
developed and ba'ckwaid States in o-anking facilities has .rati ained more 
or less the saire. aS. regards the relative positions -we fiid that, 
as compared to national ever agt the value of the estimatod index 

. . ' ■ I 

varies from + 16.820 for w sharashtra to - 4.031 for Oilssa. In most 
of the b a ckw.aid. states the unorganised b,anking sector such as the 
ixidigeneous money lenders still constitute m important source of 
credit. 

Comp 0 s it e I rh e X of D ev blonm ent 

So far we have aricuysod .inter-st.itt.; sectoral disp)arities. But 
th .-at does not g:ve us an overall picture of int or- region -al dev dLoi^mait, 
Some states hcv e develop aJ agriculture and some others industries. 
Koralu is ed ueation.slly eloped. The problem is how to assess 
their general lor el of .devexopaent. For this purpose we have built 
■ a weighted. ODmp'Osite index of dsv exo^jiatZit. 

'The above-mentioned four suc-tc-rdl indices la, li, lb and le 

: ; " ' h' : . ■ • : T"'' 

are taken as the initial variables cr indicators of general dorolopmont. 
is given in the' bgnution (5) , whidi is the first princip,al coruponarrb 
of variables, la, Ii,'Ib and,Ie. The corros^jonding correlation 
matrix is given in the Tfible 


% 


' W bO 


T3ta^=_9 


1. 

1.00000 




2. 

0.39941 

1.00000 



3. 

0.49890 

0.78616 

1.000-jO 


4. 

0. 33297 

0.71316 

0.56669 

1.00000 


The variables ..rG seen to De mtu ally co-asso cieted aiid the 
corresponding first principlL Gomponent *2' e^paaine about 67 per 
cent of thvhtotii variation. Tho ecjintion .for 2 is; 

2 = 0. 2808 la + 0.15216 li + q.. 18318 Ib + 0 . 20897 le (5) 

Go-efficient of correLation of Z with ec,.ch of la, li, Ib ^a'ld le are 
positive and as high as .61, 0,92, .89 ‘and .79. 

OTj^r coinposite iiriex '2’ is hig’nly correlated -/ith as;" 'J-l.-ble 
per capita income figures. The cc efficient cf correlation was workoi 
out to be fas high .s .85. 

.1 careful p erus’rJ. of T able 9 shows that B.nking, education, 
ard Industry are higi-ly coirelated, this goes with the general 
hypothesis - higher the irdustriulisation higher will be the need 
for DiOnkirig facilities -nd uiucateQ K^rking force, xigri cultural 
sector does net have high correlation with other sectors. It is 
obvious fhat siucation and D.jaking facilities have not yyb readied in 
the; rural sectors ext^nsiv ILy. Though ogriculturu does not seen tc 
h ve high correlation -Ath other vari-,, Dies, it h '.s got good 
representation in the coiUj.neit e andex 1,2* . the composite index 'Z* 
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hcis a s igfli li can't corrslation -iin-th laj • ■ths Go— efficient of 

correlation is as high as . 61 , For the purpose o f ouild ing a 
composite ird ex ttiis much representation of agricultural sector is 
sufficient. 

Fj-om Taole Jjj a rank vjise .an.alysis of the states could &e 
done, ihe f ehle reveals that West Bengal, li ah arashtra, Tamil haiu, 
Gujarat and Punjab are the highly develop-ei states and Orissa, k.P. , 
Rajasthan, iis s am and Bihar are the relatively backward states, Th^ 
relativ e positions of 'the states raiitdnfjd same,- except for rainor 
change during 1961 and 1965, The rank co-effici'ent of correlation, 
in this case ’,jorked out to bo ais high as .99 and .98 respectivaLy. 
This de.'nrly shews that there is no significant change in the 
relative positioii of any State. One mportant thing noticeable is 
that ala. the -States have record ai an increased value of 'Z' in 1961 
and 1965, because of that the nation average was pushed up from 
13.368 in 1956 to 15.961 in 1965. This reflects the general develop- 
ment ■'jhich has t aken pi ,xe the last few yeiXvS. The last column cf 
the Table 10 gives 'the figures for cci-efficient of variation,*- 
(mentioned O.V) for each year. These coefficien'ts of variation 

measure the regional disnaritios. Ho^-jever, this G V show that . 

7 -. 

int^r-state disparities h.ive ;^one down during t-hesc years though 
the rel^-tive positions h-.ve remained saae. It may oe bacfouse of 

-* Go-effici.errts of variation and: co-efficients of ocmcenbration 
can oe -vorkifl out :for -each- soctoraL unalyeis. This we did not 
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a faster r-ste of growth in the.baGkweiid States than in tne dev' eloped 

States, ?or example Orisssi recorded on index value of 8. 378 in ,«5,'6 
which increased to 12.7'^ 4 in. 1965, i. e, the increase was by 4.38 
OrisBa . Vfiiereas west h.sngal recorded fsTJ increase from 17. 259 in 
1956 to 18.797 in 196 5, i.e. .an increase by 1. 54 only. This is, 
however, a healthy sign. T'iGp,.rit'iGs si'-ould reduce only thrcusli 
fastor rate cff grovth in th^,; backward States caid not by a decline in 
th o aDEolute v.-lue of th'^j indexes o f th e d ev dop ed States. Only 
than a bdancsi regional developruent ccm tace pl.ace in the real 
:.sense. The coeffici ents o f v eriaticn d eclin-ed fror. 19.76 in 1956 
to 15. ID in 1961 and to 13.72 in 1965. It is int erestiijg to find 
that this fall Wis more durirg 19 56 and 1961 than during 1961 .uiid 1965, 
The' coefficients of v ariations records a decline in rogdon?.! disperitisis., 
yet the decline is not very signific.ant. 

To high light interstate disp'.ritius and whether .. 

state has iiiiproved upon its rel-tive perfon.o;nc6, wo work rut f co'i: cent ra- 
tion ratios Iso known as 'Co-efficients cf concentration'. The 
value of eo-eifici <.nts cr concentration d etar nines ttre rulabivi; 
position 91 w.,oh St. .te vis-a-vis that of the country. If the 
concentration ratio is highc-r than unity, thd p ..rti cal. r st-.t e unaj be 
reg;:.rded ..s bdng .hove the Eaticn-aL .Ver,.igc. On the contrary 
the ratio is loss th...n unity it rofLects ... state being below the 
n.tiond .rVerage, We worked cut the grand Eieear cf the ye ._rs 
together for this purpest. This .helps us in coup ...ring the ral:divo 



29 *- 


position of a particular State in different years since 


one uniform 'mean’ which is comp arable^ lor axl the y-^ar. 


In th .a Table -U -co-efficients of concentration are work^ai 


■ cut for 1956, : 1961 axxi 1965. To economise on. the longtli of the 


psper we shetLl not coimient on how each individual States hcve fared 


in each year ' and how their relative positions have change!, h 


casual lock at theTa'dle rareals thafOrissa, mhar, .ssam, h.P 


and hal^Bthan remained below national average,. during the bench 


mark years, erd the devoLoped states like, West Beng aL, Meharasthra, 


Ljn-v^ • ^'11 “^t near* natle.'nd 
Guaarat reiiained above .cv erage, runjuu wcS ^us ■■ 


.rag ;6 in 1956 and impir.ve! its relative position in 1961 and 196 5 


•LX ,,TsrrT the relative position of 

so that it became above ager-age. hoW'V er, 


each state with respect to oonst-ant nrticnd -av erage hc.s niprci'' . 


, ., 4 . Hitt ns the period under consi- 

Tho above analysis reveals wna.. d.mring t 


deration, 


reei-.Dia disparltioB sefiE- V. h*a ciear,=.asffl 


but not rtbUiflc^tly. Ihe uAutlva petitions, hc.va,tt, cculd u:t 


Ihe oueu-uaid states are stili buck-baui , but tte extent of 


badonatlnaas has definitely gone do>». -Bie disp .noitles seen to ba« 


. '4>.-c!+'x-r r--‘te '-.f "'rowth in the backward 

decreased lu.ainly Decmise ci a faster rdc .1 .r, 


1 -A ct ocs ■ Biiij 6ixiG6 ttiG dscl'ix-is -in 
states than that in the cieveLc'peci 


2 - r-i verv dgnifioant, oonst-nt efforts si'e recjiired 

disparities is n;.n Vciy j 


■ t-h'x r-te of growth in relatively less d.v doped states 

'bf! xticro xj ruiXo o-i. tx^-^ 


without hurting the puce of gro-Ah of developed region. 




T able - 2 ■ 


Aericultur-jl D 

cvelcDment Index 

and Ranking 

3 


""rntt-' 

, 






S.Aoi’ States 

'1956 ‘ 

1 ( 

■Sank 

‘ 196 1 » R 

1 I 

tnk 

' 1965 ' 

1 t' 

Rairk 

1. , iindhr a P red esh 

17.6 21 

4 

17.594 

5 

19. 278 

5 

,2;. ASS SEl , 

,, 17.29.4 

5 

14.9 23 

12 

11. 299 

14 

3, Biliar 

15. 379 

10 

15.796 

9 

16.831 

9 

4. , Gujarat 

16 , 6 

7 

17.162 

6 

20.025 

2 

5. Kerfila 

15. 200 

.11 

15.737' 

10 

15.741 

11 

6 . M odhy a P r fd 6 sh 

14. 130 

13 

14.850 

13 

14.951 

13 

7. 1-lf.dras 

18.814 

3 

15.93? 

2 

19,437 

3 

8. Pi sharashtra 

^ 15.946 

9 

16.647 

8 

17, 138 

8 

9. Mysore 

16 , 555 

8 

16.812 . 

7 

17. 502 

7 

10. Orissa 

13.788 

14 

14.660 


16.501 

10 

11. Punjab 

19.765 

1 

20.6u3 

1 

21.250 

1 ■ 

12. Rajasthfon 

la. 214 

■ 12 

15. 1^x6 


15.0 21 

12 

13. U.P. 

19.0 34 

2 

'"■19.87 3. 

3 

19. 397 

4 

14, 'Wfcjst B cry al 

• 17 . 107 

6 

17.923 


18.702 

6 
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1. iv'fldhra Praa esb. 

10.077 

10 

12. 359 

6 

14.997 

9 

2, 

3.077 

' 12 

10.466 

12 

15,288 

8 

3, Bihar 

12. 141 

5 

11.8 28 

10 

14.250 

10 

4. Gu j arat 

17 . 906 

■ 3 

20.8 6 2 

3 

21.010 

3 

5, Kar-iLa 

10.247 

9 

20.126 

4 

30.296 

4 

6 Hadhya P rai esh 

1. 544 

14 

11.010 

11 

12,889 

12 

■7, Pliiiras 

16.18 2 

4 

18,134 

5 

19., 90 2 

5 

8 , M ah -ar asht ra 

12 . 2‘i5 

2 

21,798 ; 

2 

22.862 

2 

9, Piysore ' 

10,-286 

8 

14, l3u 

7 

16.478 

7 

10. Orisss. 

5.161 

11 

7.095 

' 13 

11.708 

13 

11. PunjaD 

11. 207 

6 

14. 134 ' 

6 

17 . 325 

6 

12. Ra,3 asth an 

2.9 25 

13 

5.504 

,,14: 

9.320 

14 

13, U ,P . . 

11. 07 6 

7 

12.822 

8 

13. 582 

11 

14. l'<est Bengal 

23,511 

1 

- 4 - 

. 24.736 

1 

25.966 

1 
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Table - 6 


iomblpai liide-sr 

Q..fL Baking 

Sector and Ranks 









s. ' 

loll. Siai§a_ 

t 1 

• 1956 ' 

t t 

^nks ' 1961 J 

.Jianks 

• I 

' 196 5 

^ T? ShID ir,~( 

'1. Andhra Pradesh 

8. 114 

9 

9.176 

9 

ID. 466 

9 

2. Asseait 

0.240 

13 

3.202 

13 

4.610 

13 

3. Bihar 

4, 443 

12 

5,88 3 

12 

6 , 477 

12 

4. Gujarat 

12.635 

‘d: 

13.689 

4 ■ 

14.751 

3 

5. Kerfila 

11.136 

5 

10.888 

ry 

t 

11.6 34 

7 

6. M.p. 

6,6 46 

11 

S.192 

m 

9, 598 

ID 

7. Madras 

12. 7 10 

3 

13.69 2 

3 

I4„47l' 

4 

8. Maharashtrsr 

16.820 

1 

17.975 

1 

19.174 

1 

9. Mysore 

10^094 

6 

12.028 

5 

13. 470 

5 

10. Orissa . , - 

4.031 

14 

0.668 

14 

2. 279 

14 

11„ Qc.Punj ab 

10.003 

7 

11. 395 

6 

12.679 

6 

12. Raj.asthsxi 

6.803 

ID 

6.87 5 

11 

7.836 

11 

13. U .r . ' 

9 . olo 

6 

9.9 26 

8 

10.516 

8 

14, West Beng.aL 

I'-i, o82 

2 

14. 551 

2 

15.0o3 

2 
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Table - 8 

.i . 

Sii cation Development Index ard Ranks 


S.' 

bo! States 

1 I 

' 1956 t 

t 1 

Ranks 0 196 1 j 

!, 

'Ranks 

t 1 

' 1965 ' 

Ranks 

1. -andhra trmesh 

, 26.036 

Q 

28.149 

9 

29 . 36 3 

X 

2. Assam 

27.728. 

7 

30 * 5 4: 

6 

23.810 

2 

3-, iiihar 

22* 1'J9 

12 ' 

26.713 

10 

27.944 

13 

4. Gujarat 

28.771 

5 

31. 353 

• 4 

32-. 7 26 

6 

5^ :K erala 

33.7 26 

1 

35.029 

1 

36.8 59 

1 

6 . H .F . 

22.222 

11 

25.9 4) 

12 

28.08 2 

: 12 ■ i 

7 , M gd r as 

28.268 

4 

31.019 

5 

33.087 

/i ; 

tc ' 

8. Mah „jrashtra 

28.9 33 

3 

31.46 2 

3 

33, 460 

3 

Q. hysore 

27.808 

6 

33.^5 

2 

31.861 

8 

X'. Orissa 

21. 321 

13 

26. -i?? 

11 

28 . 397 

11 : 

11. Punjab 

27 . 488 

8 

29 .7 6 5 

8 , 

, 32. 321 

7 

12. Raj as til an , 

20.336 

14 

25. 9 IS 

14 ' 

27.035 

14 ; 

13, U.P. 

23.006 

10 

26.429 

13 

29.800 

9 ;( 

14, West B eng fil 

29.698 

2 

30 . 382 

7 

32.; 79 



+*86 + .80 





lable_r_JQ 

:.e Index • £ ■Deyelop iiieri.t . 


Stacbes 

I 

'■ * 19 56 

i 

' Ranks 

t 1 

i_1261 

1 

Ranks ^ 

i 

_Ji65 

Ranks 


1. Andhra Praiesh 

I3.‘i0.1 

9 

14.375 

V 

15.7 38 

8 


2. ilssas , 

11.16 3 

11 

12.749 

12 

’ 13.40 4 

12 


,3. Bihar 
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I» I n t roducti on ■ ■ " 

Til e continued persistence of regional imbalances (in t.,i ^ 

state-iand intra-state) througbout Indian planning history- bas 

been ons of -tine intriguing pnoliLems to our planners and 

■aaminrstrators. Ibis problem bas attracted some active tbeoretical 
•discussions/.. empirical research and especially political concern 
in recent years. Our successive Five., 'Year Plans appo,ar to bave ' 




ri) Paoers presented to .tbe 52nd Annual Conference of tbe 

' - Iniian Economic Association,. uec6mner, lSo9. 

f 21 - vn-diasa Hao V.L. S, Sundaram K. , R.aircacbandran n. & ; 
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.3..anP lyyf „yilf fx^stli rtl.s nay 

such political .conce.m. 


recognisvsd the complexity of this prolSLem as revealad in the 
Various pronouncements maie in the plan documents. Hit judging 
from liiG measures adopted ani the results achleyed, there appe.arto to 
have been only some vague quest for ’’balance'* or ’’equity” and vei-^ 
little appears to have been done until the commencement of the 
Fourth Plan to concretise this notion of ’balanced regional 
development 1 In spite of the attention which this problem has 
attracted, it must be admitted that very little progress been made 
'■ in fomulating and testing a gener.al explanation for inequality in 
the spatial distribition of national income and evaluating the 
efficacy of the different policies pursued at the various levels 
of national development. Tnls paper is primarily oriented towards 
a -discussion of the normative issues of policy intervention and 
planning, by ex.amining critically the past efforts, their pitfalls, 
gaps and inadequacies and outlining certain .alternative approaches 
and measures for the forging of new techniques and instruments \ 
towards better Integrated approach to development. Such a 
discussion inevitably b-ars on some era cial aspsctS; of spatial 
planning ah'd investment deel sion-maJslng, where in "lies the real 
sphere of apoltcatllity of the laws of nature .and of economics”.^ 

It has bean recognised in the Five Y.^ar Plans that regional 
equalization is a long-term goal and the advance towards it 
involves primarily bill ding up in the poorer states, an • 
infrastructure which will enable them in the course of time to 
resilise their full developm-ait potenti.al. 

quot.ation from -August Losch: ’’Not in exnlaninine 
mat which has grown, bit where man himself is the creator, lies " 
me real sphere of applicability for the laws of nature «nd of 

, Qcononilcs ixb has disco ■ ■ ■ : 

New^Haven^^eSn! Economics of location, Yale University ^Press, 
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Th-:' frame- work of nu,r analysis is therefore laid on a oroader 


canvas of the problem, .including a discussion of related .theoretic; 




ajii concap'to-al iss-ies. 


II > 


b ; 


;St DO. 


- i cy m e a su r e s and 'r -fa ei r ._rnlg_ in 


r e du cin g r e el on aj, n m bal an c.e_s ; 


i"n» _ 


solution to the problems of Inter-State and- intra- soate 
^-,b-janc2S reqiiires in addition to specific measures, roulti-lavsl 
coordinated efforts at central, state, sub- state and dis'^rrcu 
levels. The Central government has a -key role, in this respect. 

The four directions in which the central government operates which 
have, a direct or. ih'iiract bearing on -the reduction of regional 
di spari ti,GS in 'development (particularly inter-state) are through: 


■■ . (a) certain development programmes reserved to 'the 

■cGntral sect^ 


( 

\ 


the .allocation of resources for develapmentv^^^ the 

centre maka.s available to the sta -.es (Cen ra 
■assistance) , ' .■ I' '' 


(n) •special 'allocation of funis to backward areas, 


( d'*' oth'^'’ me ,aeJ res intended to 'enc-ourage private 

hy means of adjustaents in proce.iiree 
and policies: of ''national, financial and other 
tnstihtions, •■ ■ 


'■1 


1, w ill 


. 5 , 


Central Sector investLvents.'. constituted' e^/dorinf 
o'nctnr utl ays .In .the earlier .pi.3ns ari-i to aooat 5..-/0 du.rin., 
tn- Fourch'pi aiu Mong chese the sectorflL progr=3mmes rala.in 
tnindairy mlnerf 3 en,J Transport^.and communications con. 

tu ted II .e-a-viy ' three fourths, of the^ -totai plan ouuLay. 


4 


(i) Cen tral Sa g t;n r in v 6 s tm en t s ; 


imong ttie central sector , investments, these under Tr.ansport 
and Communications are in the nature of capital infrastructura-^l*' 
(Hailv/ ays, National Highway, Ports and Communications) that could 
ha concentrated only in favourahle regions, where returns could he 
maximum. In deciding their locations, the chief de si i era ta appear 
to he economic returns to investment rather th.an considerations 

■ . ^ ' 7 

■i^like Inter- region.al equilihrium and social objectives of development; 

In the case of central sector investments in industry, 
however, certain policies and measures* have been adopted which 
have some relevance to the problem of regional imbalances.. More 
spacifically, these policies are : 

(a) The Industrial Policy Resolution of 1956 
vhich emphasised the progressive reduction 
of regional iisp.aritles in the country through 
provision of infrastructure in industri,ally 
lagging regions .'’proyided the location is 
other-wise suit-ahle”. W 


6, Central assist.anca varies between 50-60fo of the aggregate 
states’ plan outlays in the different plans, A fixed'" 
proportion, of this centr;al assistance (30)1) is in the form 
of gr.ant and the bol.ance { 10 %) by way of loans. 



In the case of railways, the current practice is to take up 
construction of any new lines only when they are considered 
to become remunerative. There, is no "pralicy for opening up 
new areas .and initiating development. Construction of 
National Highways is' also influenced by existing levels of 
traffic. 'There are large area gaps and, deficits In the 
present National Highway net- work. It cannot be denied that 
in an underdeveloped situation, Transport & communications 
provide the major lines of thrust for initiating chan?-^:s and 
o tevelopmbnb.: ' v ; v p . o '. o oP ; ■ 
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( b) Th e ' poll cy .d f lo eating 1 ar^'-e seal a indu stri al 
projects of. the puHlc sector - ’’corner-stone 
enterpri ses'’-in backward states, subject to ^ 
their techno- economic feasibility and viability. 


Cc) Application of various policy instruments of 

control >and promotion such as licensing an-^ the 
provision of fiscal and monetary incentives- 
designated as the "stick'V -and ’’carrot, methods 
in U.'K. This also includes the me tho is of 
allocating industrial capacity on region^ _ ^ 

basis in certain industries like cotton textiles 
' kid power looms. : 

(d) Provision of land and other infrastructure in 
selected Industrial Areas, 


■: V: liisth'er the industrial policies mentioned above have ; 

.n.liced autonomous industrial development and led to the narrowinj 
iown of inter-regional income par capita differentials, geographi: 
dualism or spatial polarisation has been specifically lnvestigate| 


in some studies. 


8 


The broad findings are 5 



Whether 'a. proportionally . greater infrasv. 

effort has been made in industrially lagging^ areas 
and whether ■ ^.ch effort has produced' the anticipated 
results are que stions ;:-on' which contradictory findings 
have emerged. A comparison .ma3e by H;anson of some 
'infrastructure expenditures o,f the v.arious states 
with 'their 'levels" of development suggests that 
’’there was soma bias towards the backward states in 
the S.econd Plan and that there is rather more in 
the Third”. .. On the 'qBstion. .of actual industrial 
development in the States, however, the: evidence is 
to the contrary. Perhaps there are o.ften intractable 
circumstances which' triumph over goo.d. r'esolutions, t 


8. H,azari xi, K. : In-dustrial Planning & Licensing Policy, _ 
he.port to Planning Commission, 1967, -Min. of' Industrial 
Develooment (Govt, of India) s Leport of the Indu stri al_ 
■Licensing' 'Policies, Inequiry 'Committee, 1969. 'Govt, of 
■ Indiai Leport of the Monopolies Inquiry Commission 1966, 

' -H-anson' 4.H. ; The process of Planning, A study of India’s 

Five Year. Plans (1950-67) Oxford University Pr 

1966. ' . ' i 
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( b) The capital intensive inlustrial projects in the 
Pu Hie Sector located in industrially backward 
areas have no t- produced the anticipated spreal' 
effects and' 'led" to ■ the ; growth and diversification 
of the regional economy^ The failure .of ancillary 
' and olhsr industries to grow around major Indus trials"! ' 
enterprises like Steel has attracted much attention.^ ' 
Our '-experiences suggest that there are limits to the 
' extent to which location of large scale in-dustrial 
nTQjects can achieve the largely social objectives 
implied! in the pursuit of ' a: more even regional 
distribution. . ' , ■ 

(;c) Certain policy ins trum.ents. of control .and promotion 
pursued by the government do. not appear to have been 
suf ficientiysslective from an areal point of viev; 

- with the result that they have not contribited much 

towards the fulfilment of:, the- ’ balanced r'=gional 
development' objective. The official committee-'-*^ 
which enquired into'- this aspect of the problem has 
pointed to the absence of a region. al perspective 
development plan to guide decision-making in this 
regard. 

■ . (d). 4 policy of simple earmarking of sites for 

Industrial Areas with the. pro vi sion of needed 
infrastructure and then relying on the orivata 
Investor to build has proved a g. am He in m.any 
inst.anGes e. g. acilai -and Jamshedpur.' 

Thus our evidence relating to the articulation -and effecti- 
venass of the above policies points to the exi stance, of some 
barriers, ' p'srhaps too great to. carry the. growth stimulus into the 


■0. There i.s increasing recognition that the development of small 
-ancillary industrial units must be integrated with and fitted 
into the pattern of inlustri.al growth of the lar.ge- scale sectors 
through .deliberate j)l;anning for -a-high . 3s.gree ...of depenlence. 
between the Hgger 'varent”. units, and. the sm.all^r .ancillary 
estaHi shmants. ■ 'Gov^'rnment ..of India has 'laid speGi.fiG stress on 
the State Governments for planning of .ancillary industries 
clustering under the umbrella of larger units to produce parts, 
components and sub- assemHies ,re<luired by ''Parent’' units, 

10. ■ Government of In..iiaJ neport. of .the Inlustrial Licensing 
■':! 0 f-olicy Ihquiry Committee .1969* . 
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rGlatively under-develop9'i are.as. .The reasons for this may "be many 


oerhaps to iientify In _ any, conclusive sense. One oi 


he fallacies underlying some of these policies is the tacit 
assumption that economic .development is synonytrious with the estate. 


lishment of industrial, projects and the mainitule of the investments 
thereon. A closer analysis however shows that the Gstablishment of 


such projects does not necess.arily bring up the economic growtii of 
the state relative to the . investments involved. (See Table I in ^ 


4ppandi.x) . For .dnstance, Bihar, Madhya Pradesh & Orissa accounting ^ 
for a signlfic,?nt proportion of central, investments during the Plan 
periods have still per capita incomes lower tnan. the national averag 
On 'fee 0 feer hand, Haryana, and Punj ab wi fe comoaratively low , central^ 
investments in' industrial projects have, per capita incjm^s subutan 

tiai-ly ’afewe the n.ational average. Maharashtra and West Ben ^..al whic 
have attracted substantially large private investments have per 
capita incomes lower- than tha^^ So is the case wife j 

Tajiiil Kadu feich nas been classified as another industrially 


, I 4-4- ■■ liHr-' QT-’ -'n OP in'-ofeer countries has also . poin ueu 

idvanced state, lixp^eixonce 


ta-tne iTr^ny ln tiie use..'.af.v<3a?lt0l lnve3pi;=nt laiuoea.r.t. as an 

j.nstrument in depressed re.gion policy- • .• ■ , , 


'Hon^o. M: • "Industrial lo-cation arid region^ p.oli^^ i^n 

economic isveloi.nent"-Vbrkuig Paper 14. oeptt ci aty 

and iieglonal Planning an i Centre for a^in^ng d JC»~or 

. ment iiasearch, Institnta of -Drlan-aw r>|?ion.ai dev=lcom.nt, 
lTni -.;ersity of ■Cali-forriia, Berkeley,,.. 19o8,, 
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art from fallacl--s, certain con trail ctlons in our national 
policies have also tended to_lower our performance on the industrial 
front. ^ Anong .them particular mention may be made of the effeSv^of 
C';;rtain policies like the one meant to introduce what are in 
effect, “postag.e stamp rates” for certain critical industrial 
raw materials like cement, steel .and coal, which have tendeJ to. 
negate- the location advantages of .any particular place. Lefeber^^ 
has, dr awm attention to these contradictions and made a powerful plea 
for -tile application, of a more rigorous criteria to regional invest- 
ment :ch::4Gea ija,..,a,nnorddh h 2 .with a rati on^^llY., adjusted nriMng 
gi shhanl . sm . In his. opinion; in developing countries like India, 
policie,s seeking to meddle with, the pricing mechanism during ttie 
very early stages of economic development tend to nullify whatever 
competitive advantages that they may possess on account of their 
richness of.. resources in men .and material. 


assistance to State a ; 

One of the powerful means through which the Central Govern 
men t seeks to influence the development scheme in -.the states is 
through the allocation of resources which is in its hanis. The 


method of det-j^rmining the quanbam of assls.t.anee to the different 
^^tates has vrled for each plan period. M analysis of the extent 
of de'-endence of St.ates upon central assist.^ce during the three 
plans shows that in gener^al, the share of csntr;aL assistance has 


12. Louis Lefebers, "|e|ional ^ alio cation of resources in India” - in 

rria.imann and on. so: kegion,aI levelooment & 


Cambridge 1964, 
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tisen sm,3ller In the comparatively better-off states anl larger 

the case of poorer ones. (See Table 2 in Appendix). Daring 

the d^nurth Plan, the Planning CominissiDn has intro iu cad, what is 

13 

believed to be a more rational formula linking -Gentry assistance 
to Various criteria like population, per capita income, tax effort, 
outlays on large irrigation and power projects and special probLems 
Bit ludging from the results, however, the formula does not appear 
to have produced tiie intended effect. 'd 

Even under the revised formula, tiie per cap i'ta central 
assistance to Bihar .and Uttar Pradesh (two most backward states) 
is ujQder stood to be below the average csntr.al asslstah,.ce to all 
states. The question of establishing proper dscision . ■criteria for 
regional disaggreg.ation of investeen.ts. .needs a more thorough- going 
research. Such investigation nneds a spatial orientation - ^ 


13, ■ This formula gives the foy.owing weigh tage,- to the various 

desiderata: Populati'm-SolT.P'e.r capita ihGo.m.e for States 
below the national average - 10 Tax effort in relation' to 
per capita income- 10 Outlays required for selected 
contiEuin'e irrigation and. power projects cos'-cing ' over 
ks.20 crores each -lOill exista.ance of specified, spaci.al prob- 
lems in the Sta.tes-lO^. The formula was intenisd to benefit 
the relatively over-pooulated .and backward states like Kerala 
U.p. & Bihar,, the States with;. per capita incomes below 
nation, 3 l average like Bihar, Kerala, M.P., Orissa, Rajastfe'an 
and U.p. and states v/ith speci.ai problems like Assam, 

J & K .and Nagaland. 

14, The crucial sign! fic. an ee of this probLam anl the need for 
promoting research in this field has impelled the United 

. Nations Research Institute, for Social Development to include 
this -subject in its. programme of r.esearch on regional 
development. : 
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anai.ysis of the present aiii proppective. spatial structures - which 
IS vary much lacking today. Perhaps some prognostic elements as 
well as coefficients reflecting the infraeffects in a region 
al so be trough t in to ttiG allocation formula to make it conform tn 
realities and needs, V/ithout adequate research into the orobLem, 
it would be difficult to spell out the , various criteria in 
greater detail. 

(ill) Saeiclal sch emes to backward are.^s . 

The three broad categories of, measures adopted at the 
national level for stimulatin,g. development in backv/ard" areas kre : 

Ca) Identification of .backward states an.d of backward 
■ districts in the States: 

( b) designation of tv;o districts in backward states 
(on^ in ottiers) for special assistance schemesl^ 
and provision for ^direct stimuli (subsidy) for 
attracting or expan-ding .industrial activity and 
indirect stimuli such as concesional firnance, in 
those districts. 

( c) Teehnical assistance by tiie Planning Commission 
fo3r the formulation of 3i-stric.t.. flans. 


15, 


16, 




The 'Mild- term appraisal of the Fourth PI .an 
.consci.ous of tfie.need for such an exercis? 
Plan Mid- term apprai sal • Vol . I '1.55. ■ 


ap; 


sears to' 
See The 


be ■ 
Fourth 



The specif assist^ce schemes arei (i) a 10^- subsidy for 
uie location of' private projects who se . capital investment 
does no t -exceed- Ks. 50 lakhs, (ii), the oro-vlsion of trans- 
port subsidy ■( 50'^ of transport cost) appllc'abLe to the 
States of Jammu & Kashmir- and north- eastern states for 
bringing in raw materials from outside the State and taking 
out finished products to other' States: (iil). O.ther specific 
measires include tiie provision of concessional fin^sice to 

' ‘ “ backward districts, setting up of a Pural ELect- 
. ca tion Co rpor ation. .,fD.r , .advancing Id- an s for financing 
.bh):hhbi#ctsde-b^ i — 


_The designation of just one or two districts in each state ■ 
'•for special dassistance hardly touches the fringe of the' Backward , 
-Area oroblen;. ' Backwariness is a Wider spatial phenomenon, ' • ^ 

characterised by a whole spectrum or range of regional differentials 
not just a dichotomy. The problem needs to be h.andled on a regional: 
scale, not in a piecemeal fashion in isolated pockets,: as is being,. . 
done at present. Rirthsr the nroposed outlays for special assis'tan-c 
are far below the ’’critical minimum effort” needed tn bring any • 
backward area to the t.^cs- off- stage. In tine theoretical discussion : 
of the pr: blem according to Myrdal, ttie 'spread effects” 'produced ; 
by such ’little drops' of investment in limited spheres of activity;: 
will hardly equal or meutralise tine ’back-wash' --sffec.ts.g.enerated,- 
leading ' to lasting inter-reg;ional un.bal.aiice in ^ the areas, whioh' . 
in itself become s-'a' part of the ”intsr-l 9 .,c'K;ing relations ty which, 
in th e camul ati ve ■nro cess.- no vertv becomes its ..own. .c.ad:3'9 ” .' 

There is also 'a f.allacy in seeking .to find a. solution to the 
problem- through c'-n centra ted promotional measures of subsidy and 
concissional finance for industrial .ievelopment. ' It l;S,,,a...am&-iL. 
notiontiiat industry can grow where everything else, fail s to grow. 

Bven centrally planned economies like 'ihLnnd have, realised' that 

' 't ' i 

ttia development of a regional economy cannot be automatic -illy 
inluced by the mere location of a faw industrial units in 

17. G. Myrials Economic Theory' ahd Under.^evelo pel kegions, 

London, 1957, 

IS. Kuklinski As fro grass and change in ...the industrialisation 
of doland, Geographica lolonica, Vol. 3 pp. 57-70. 



.backward- areas. ' A- p’artljil approach to the problem, such as tile 
one. that Is presently attempted can hardly t.ake us anywhere near 
solution, as' backwardness in a developing country is often characte- 
rised by a '‘syndrome' of collective povery”, which needs an "arsenal" 
:of measures for its effective solution.- The special prog r:aiHne for 
these areas should include not merely assistance to industrial 


development, tut al-so for the- improvement of ‘various infrastructural 
■ f acili ti es ' ( bo th economic and social), besides other measures to 
-stimulate the motivation and p'.arti cipation of the people in the 
•prpcsss of economic and so ci,al change, so that ' they aiay take 
advantage-.bf- the new employment and income opportunities created., 

. . ' The order or magnitude of effort^*^ needed to stimulate 

in,,.a.,ba.ckw.ard..,area could be inferred from the 


.Me_2:2pgiorno experience of S. Ital'y. 
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Th e i n i ti al am h 


asis on this 


, 2O»,Ros0n.stein x(o.lan has- ■ likened -the launching of a backward .area 

into a self-sustaining growth to the t'^e-off of .an airpl'ane 

: . ground:. Thene i ,s -.a.... cri'ti..c,al-- ground speel which 

must be passed before the cr.aft c-aa becorae .air- boyrne'* . Paul 
•Kosenstein rio dan: "No tes- on the theory of the Big '?ush(M t x 
centre for International Studies, March, 1957. ^ 

21. See tWi Regional Jevelonment in the European Ec'-uomic 

Community, .Allen cS:, Unwin ■■■■London, 1962. ' 

'r . , 

■~V- : .rtodgers A: Migration' and-d'ndus'tMal develoDmehtr The 

experience, Economic Geography, 

Ns^chmbe-,;. J.Z-.s Cr ating ah-industria development polo in 
• Itay, Journ. 'Town-Planning Institute, 


projact (started in 1950) was on provision of infrastructure 
i|-iV -stffisnt in roads, railroads, watersunply and otiier necessary 
services as well as in the improvement of agriculture. As the 
results of such investments did not come up to expectations, a policy 
of incentives was introduced in 1957 and nine main ’’development 


areas*’ \were designated as well as a system of grov^th points. This 
was com Mned with' the use of putiic industry to create a pEpulsive 
effect,- -At the end of 'the 1960’ s, it became clear that these - ' • 

policies tended to favour only capital-intensive pro sets and failed 
to produce a spread effect, despite the ■ advantage of propulsive 
industries subject to, state control. In its search- for a more 


effective approach to industrialisation, the government introduced 
tne concept of ’’contract programming” in 1969, Involving. 1zie 
coordination of future public and private inveslsnents in the 
south' so as to achieve most efficiently, the : ecDnomic 
objectives of the current national five y-^ar plan. It is too soon 
to juiga the -regional impact of the new, measures. lAjh-at the South 


Italy ex srienca proves, however, is that tiie economic reconstruc- 
ti-.n of ao area canno t , b-s__.att^ned hy., a _f ew hal-f-heartsd ffia,asures, 

lilt requires steady and ~su3taihe-d e'f'fort oh 'a massive-' ic-ale, whereir 

" , ■ . . 

a'lar-pe measure of 'government involvement in the process of 
•development -is -also essential-. ■ , 


■ ' " 'So far -as th.e use of- the provi si.on -n,f ,inc6nti v-es-, as ah ; 

instrument of puldlc policy is concerne-I,-, these measures have not 
been suffi cieh'tly - -Si scriminating oh selective both from '.m 'ar'?,al as 
well as industrial point- ot view,- .-In many coun- tries,- such -poll cieS|' 
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are tied ..to a ’ growth point’ eoncept. Eat it is not consciously 
attempted so in. our country. Mathur’ s analysis of the pro tie® 
hras revealed the following missing links in our existing incentive 
policies and. pro grammes:, 

^ ^ centre -anl State levels 

:-, 'do not dl.stinguish backward regions from progressive 
■' re'gicns. ' ’ ^ _ 

- Policies of the different states are, unrelated and do 
not take into account the entrepreneur’ s scale 'of p ' 
preference for ■ investoient purposes. ^ 

- Hole of the centre is not specifically keyed to 
providing jsoy comparative advantage to the backward 
areas; and finally 

- Centre does not assume any Gontinu,al , and. direct 
responsibility for giving incentives for the 
developmant of backv;ard areas” , 


41 tern atlve .,.aQ oro ach.ga to, _ laL.em i 

Th.eo.r 6 tl c.al ■■and... amni ri c al. ..finding,^ ; 


■ : The above examination has served to highlight the comiilexity 

■.and:r.ange of issu.es involved, the elusiveness of the p,robLem and 
the governmental, measures. In an attempt to find a solution, it is 
necessary, to take an over-view of the various policy tools available 
resolve the problem against a backdrop of theoretical and 

-Av' ' ■ ■ ■ ■ ^ 

empirical support as to their validity in our socio-political e ntext. 


22, Om Prakash Mathur: 


:0itp:0ci:tl 



15 - 


Such .an analysis is necessary,., as a frequent criticism against 
-^jublic policies is that they are often based more on the intuitive 


appeal which taose policies had for pl.anners and adminisbrators 


than strictly on the theoretical and empirical findings. 


In all 'discussions on formulation of alternative policies 


ajid stratesies to reduce regional imb.alanG6S from a national po^n 


O’ ■■lew, tile C0ntra3. question is whether investments should be 


spatially concentrated in the already fairly developed areas- or y 
in potential centres of development in the large backward hunter- 


lan-d. Both Myrdal and Hirschman agree that development makes for 

. 2t3 TJ .V. T.tUTn 14 4 T> 85 /^h m orv Q O ■J’ fi .Q "i 


more efficient spread effects.""'^ However while Hirschman. agrees xn 


favour of produci.ng geographical imbalances through the creation 
of development' centres, Myrdal , takes the, op onsite stand' that lie 
mechanisms for spread effects should be strengthened from th... . 0U5.se 


In discussion of the choice between these mutially exclusive 


rategiss, it is ..generally ass^umad that conflicts exist ■between 


Che the goal of national growth anl tiiat of interregional. 


equalisation; if there is a possibility, of resolving the-se ' conflicts 


Hirschman holds . the . op timi.stic view that un the 
external: .diseconomies of development ^ centres togehei 
com Dlementari ties will assure a.-spontamequs-^ sp-reau o- _ _ 
devkopment. Myrdal holds -a more pessimistic view of the 
■ 'DO ssi bn litles for such spontaneous etfecuS and favours - 
setSnl up of dr. ^site ooimteraoting foroes .to tho baokwa-^n 
>;: h/ffactSy-.-ib-:':.':' :o p ::Ov:-pdi 
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It Is only in^-toe long run. Ituznsts^'" empirical guesses ana 
'Williamson' s ^5 ttarou gh- going emplrioal InvestlgatlDn through 
oorss- section approaches auid time- series *aly 3 ls suggest that^ 
there Is a' systematlo relation between national levelopment Isaels 

aW'l regional inequ all ty or geo gr aphi c di sp er sion . A mo re recent 

stndy by Hermm on a model aoproach suggests that 

apporpriate choices on. spatioa^^ investments ca^i be made only on 
the basis of analysis related to. specificnational development 
goals and that the time to is apt to play an important role'' 
in the choice of strategy. 

cation in thei /.Indian o.nntairt. . 

Looking at the Indian pro to.em- in this context, there seems 
to be no cause to feel unusually alarmed- or be pessimistic about 
the regional imbal.^ces that have cropped up in the country 
the planning process. In lact, it would be a mistake to minimise 
the present significance or the potenti,al value of the processes of 
economic tr^sofrmation which have been initiate! so far. Looking 
at the development trajectory that h-as been traced by our Five 
lear Plans through the last 20 years of planning, our economy c:an no 

^ — 
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f the .Economic Growth of 
I ^ I'-L 1 cu 11 on 01 income by size» Eo.-^ri'^cn- 

uuvelopmeht and Cultural Ch,aa,e XI No, 2 , .1933) . 

Hegional inequality .*.1 the .10000 = = „r 
national development: A descrinti tho ® procei,s oi 
Economic IJevslo nment -> 0 a in ^he patterns. 

i-iopmuni and Cultur.al Ch,mg 0 Vol. XIII, July, 1965 

Herman sen Ts Interresion d7pir>a+-i p ■ 

Social ai.a economic !e vaS .,mH t Jo P 2 ^y^^hnents for 
approach to .analysis elementary model 

, analysis, Genev.^. N.-h.vn ^MQ7nN 


longer be considered as resting on a or unstable scaffolding, 

both in- ron economic -.and socio-p'-'litic.al. sense. In terras of 
siisni Piemen ts, we saein to be placed in the right sequence of . an 
evolutionary development process andproperly poised for taking the 
next steps in pl.anning, in which the spatial strategies must 
play an increasingly import, ant role. It seems now essential to 
follow up this '''development continuum" to its logical end, so that 
the "reverse flow?" envis.aged in the theoretical formulations of the 
problem can follow. . . ' 

Both efficiency and equity criteria must be cnnsliered 
simulteneDUsly , in the inter- regional allocation of investments. 

The problem is essentially one of determining the. 'right' point of 
bal.3ncG between the concentratiori and disp-erscil of investjaents. To 
aid in such ieci si on- making, a serie's of policy .measures are needed 
at the luational level, which must be acain s’up lemented by various 
other measures t-aken at' Dth’^jr l,tTvels_, below the na ti on fil level. 

V. ■ Logical stens for an alternative- aporoach ; ■ ■ 

In the first place, , it must be noted that no blanket 
approach t-o the solution of the oroblera of regional imbalances 
is possible or feasible. Different solutions .and strategies mu s,^ 
be v/orkei rut to suit the particular geogr.aphlc.ai , .iemographic -and 
structur.al situation prev, ailing in each context. Tni.s i'. 03 not, 
.however, Ta'',an that each small unit area of the cou.arry has to be 
treated as i sol ,ated entity for the formulation of suitable 
isvelopmcnt stratfcgy/pollcy., . In,.deel this is not r.ossi'tl? at the 
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it is only in the- long run. ioiznets^"* empirical guesses and 
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Williamson' s ' tterough- going ampirlcal InvastlgatiDn throuah 


norss- section approaches and tlmg-ssrias analysis suggest that~^ 
there Is a systematic relation between national development levels 
and regional inequality or geographic dispersion. A more recent 
study by Herman sen* " based on a model aoproach suggests that 
apporpri ate choices on. spatial investments can be made only on 
the basis of analysis related to. specificnational development 
goals and that the time horizon is apt to play an important role’' 
in the choice of strategy. 


CatlPh in the I ndian con ter t ; 


Looking at the Indian prQ,bI..enL- in this context, there seems 
to be no cause to feel unusually alarmed or be pessimistic about 
the regional imbalances that have cropped up in the country during 
the planning process. In fact, it wouli be a mist-ake to minimise 
the present significance or the po ten ti.al value of the processes of 
economic transofrmation which have been initiatsi so far. Looking 
at the development trajectory that has been traced by our Five 
Year Plans through the last 20 years of planning, our economy c,an no 
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development and Cultural Qh, an ge XI lo . 2, Part 1177155. 1963 ) . 

Wxl 1 i Qifn c!on T n » l 1 ^ ^ -i • . ..... 


^-gional inequality .'.and tne ornroq^ nf 
nation^ development: A description of th- t^t to 

Economic development and Cultural Ch.an^'e Voi1^xill''*July 

m . -r . * ' 


26 . 


Eio* e del 

approach to analysis, Ulifasa. Qene,„ Hedrfd 
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longer be considered as resting on a weaJi or unstable scaffoldingj 
both in- an economic -.and socio-p^'litic.al sense. In terras of 
a-jcni ?r7Gin=ri ts. we seem to be placed in the right sequence of ah 
ev'olutionary dev-elocment process andpEcperly poised for talcing the 
next steps in planning, in which th-G spatieJ. strat-agi-es must 
play en increasingly import.-ant role. It seems novj essential to 
follow up this "development continuum” to its logical end, so that 
the "reverse flow" -envisaged in the theoretical formulations of the 
problem can foil. ow. . 

■ Both efficiency .and equity criteria must -be con si. iered 
siraul teneously . in the inter- regional allocation of investments. 

The problem is sssenti.glly one of determining the. ’right’ point of 
bal-atrcG between the concentration'' and disp-ers'il of invsshaents. To 
aid in such deci si. rn- mailing, a series of policy ,.m6.asures are needed 
at the n. gti on al level, which must be af?,ain s-ap ^leraented by various 
'oth-or measures t. 3 ,k€n at’''othi?r l.svels, oelow the nati-onal level. 


Lo c al stens fo 


?J ternative goo roach : 


In the first place, it must be note-i that no blanket 
approach to tb.e solution of the pi’oblsm of regio'nal imbalances 
is possible or feasible. Jiffarent solutions .and strategi-ss mus 


be worked cut to suit the particul.ar geographic.'iL, .lemogr.aphic and 
structural situac-ioii prev.ailing in each context. Tnis d'-;;.3 n-ot, 
ho-,, /ever, rn-an that each sm.all unit area of the country has to be 
treated as m isolated entity for the formulation of suitable 
.development ctrategy/policy... Indeed this is not i-ossibLe at the 


national level. At the ooeration.al Isvel, this coul i be lane only 
by regionalising on problem lin-'^s. '’Attention to pr->blems on a 
regional scale pr^-^viles a me?iis of counteracting^ centripetal 
inhsrant in economic ani technnlogical levelopment which terii 
v/ilen the eici stint? :li spari ti-'s between one part o f a country ana 
ano tiler. srefore a regional, approach to the problem at the 

national level is inescapable. 

Seconily, it must be recognised that the . pm blsm of reeian.al 
Imbalances has tvjo facets or asp'Ocrs vizo ’ the sp a ti,al polarisation 
of activity' and ' backwardness’ v/hich are like two sides of the 
s am 6 CO in . In o r i a i' to en su r e th e su c c e s s of th s e f f o r t s in a d e , 
governmental measures must b-ar on both aspects -'f the pr-'blsm 
simultaneously. In th'= : c 'se -^f Backwar d Areas, a furth-:'r classi- 
i i c a i>i on u 1 ar e as on pro Diem linos woul d be necessar .7 for a better 

understanding of the factors 'arfecting the ,.r pductlyl ty., welf.are and-. 

■' ^ 

growth of the various areas and t-, frajne ap.;ro:,ri ate r;-:-i )n.al 
policies at the nati'^n'ol l-=vel. At present, such regional polici-as 
an.I strategies are non-existent, as programmes are aopr->ved on a 
proj ect-iby- project basis. M.any countries in the world havino 
backwar,! pockets have realised tnls need ^ani ado;-, ted classifications 




The Legion, al factor in economic development 
lilteen inlustri ali se 1 OECJ coun tri e 3- OIC^ 


i-olici -.-s in 
Alls 1970. 
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28 . ^ _ 

aopropriate to ttiair national context and formulated sui uaDie 
regional policies on this "basis. Taking note of the rjfflge oi 
"nro'bl.sm characteristics in our country, a broad classification 
into ( a) Structurally backward areas, ( b) Underdevelop- d 
rr3 source rich areas (developmsnt frontiers) and (c) s.pecial 
problem ejeas on account of'natural caus’os Cflo ^d, dr.,-i.g;<. ■ 


■r ■ ^ ■■■■,■ 

tribal concentration or ’ iepressed areas', ifiap p-ihaps prod/i-** 

29 

a ssneral 


:A realistic .approach to the pro-plam .at the natlon.al level 
has to go beyonl toe mere laentlflcatlon of backward areas, tot 
.al-so t.ike hots of (a) taelrproHLem charactoristics as well .as the 


sc.ala and severity of these proHLems. ( b) lienxily the barriers for 


. 1 roiai i-Mroi -v-os'rsss and (c) formulate suitable 

economic, so ci.al abd cultural pi ogress 


strategies of ievelopcent. The emphasis of such . strategy has to be 
on improvlhg the r-agional comoarative alvchto^e by. Investoeht In 
those sectors Tor which It has marimum potential. '*ils toe scale 


SGG 0 ^ ■'hi o "b 0 ) ; • Git* ilTli S 

The xisgijmal ses'^ .distinguish si bwS tween 

report has ior snalytica. .areas in the 

underdevaloped, mdevelo,J^ on the United St.ates, 

context of the Af seven models to convey 

shc^terw;. 1. toe tostressel^^^^^ 

uepiouto rl-annlDg, P-roBlems .to 1 issu,.., .to 

VdI.4 p 239-278 (1970). 


This clas.3ific.ati0n.may .bo .further r'=iined, 


29 „ 


if nacessary. 
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anl the nature of the policies to be adopted are a matter of 
judgement in the light-^of particular circumstances, may 

i 

take note of a f‘-u policies which have been, found usef^al in 
different contexts ,and situations. They may be listed as follows; 


i) r'Olicy for development of infrastructure, 
ii) Policy for development of propulsive mechanisms, 
iil) The growth centring podicy. 

iv) Foliciss for concentration. 

v) Policy of promotional me.asures -and 

vi) Transition’ policies. 


The first policy is based on the assumption that regional 
Inequality persists becau-e of the barriers to trade and factir | 

flows and lubrication of in term regional trade and factor mobility ' 
would tend to produce the necessary equal! brating affects. The | 

second .policy re.:'?rs to the rnethoi of im;iarting 3 ’ trig.ver ■ effect' 
to tile econnniy through the establishment of corner-stone enterori ssf'^i 
When combined with some sp6ci.al measufos of lar.c?e scale coordination 
of public and jrlvate devel'r'j.nnents, it iria serve as a me re ■ effective : 
instrument for regional economic revival. This policy must hov/ever 
be guided by techno- economic considerations. The gro^^th centring 
policy represents a. new trend in regional policy in many countries 
no .iay whereby, followin,;2 the desi.gnation of "development areas", 

: 0 O: e- > ^ . .p ; ; - O' o’-' 

a further spatially selective policy is ado , ted to encour.age 
iniU3tri,al growth in places having some "i.rnition po tenti :?il s". 
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aieti a policy provides for alsparsel concentration of Investments. 
-%’'a sultaliy conceived hierarchy of centres, the policy conlJ be 
used to manipulate interregional imbalances (growth poles) as well 
as in tra- regional imbalances (growth centres)? The fourth set of 
policies are meant to tackle the probLems of oongested regions e.g. 
ttie ' csntre-perlpery' proBLem confronting metropolitan ar=i3 and 
include not merely negative tut also positive policy measures. 

The fifth policy refers to a tandle of measures conceived for 
providing direct and indirect stimuli to backward areas e.g. 
through : subsidies, oonoossional finance and other incehtivo.,. 

■ Ihe need for making such policies. sufficiently spati^ly *a sector- 

, -It, ^ a the int<=ni'=i benefits has been inaicatei 

■ .ally sel'sctive to produce the inreni-a u . , 

in-our earlier discussion. The sixth policy, hno^ as ^ transition 

policy' is particularly neeJed for promoting ttie development of 

4-. mr.-1-T invj level o-i' cultur-al development, 

stagnant areas in extremely lo ^ ^ 

•ra pniintrv, h 

like certain tribal areas in our country, 


To... and Country Planning -organisation U970)=- -The role 

of ' growth focii'in Regional , development. 


ai a. 


In such areas, ttie m-ain tiiru-st should be on soci^ 

investments. - Social investment must to ^ 

economic .growth and no t;. simply as an accoumioiarion uj 

econoraic growth. 


1 


largQ leaway to came to iiie same levels of ^development as other, 
parts of the country. important emphasis in such a polfc's^ 

is the con cep tion .of transition as a quick evolutionary process 

' ■ ■ ■ ■■ ' ' ■ 32 

to be attain 3 d, through ttie adoption of special telescooic devices 

by which the members of the society may be male to leapfrog certain 
stages of development altogetiaer. 

It may be nroted in the context of the above polici'^s that 
in any particular situation, .a suitable permutation .ani combination 
of policies with .appropriate emphasis would require to be adopted 
to realise the maijor goals of pl.anning. It is the totality of 
independent policies acting in a concertei fashion (each supplement- 
ing and complementing ttie other) that p//ould determine the eventual 
outcome, instead of the power or influence of aiiy singl-a or 
isolated policy. , 



Such a Policy has been a-ivocatsl for Bastar di stri ct(Madhya 
Pradesh, Indi.a) See Sin ;;aram K. V. ; -d study nf Bastar district 
with speci,al_ reference to spati;^ Organisation ,and problems of 
development in h. p, Misra^ V.L.3, Pr.-akasa B.ao & K. V, Sundarnm: 
Growth Poles -and Centr.3s in Hegional Planning ,and development 
in In di.a-UNnI 33/70/0. S, Geneva 1970. 


lAttempts to telescope in some spheres of activity may 
sometimes face formidable obstacles, i-ccording to some, 
even where such metho.ds ar.e' feasible the ’’buying time” 'may 
involve subs.tantial co sts. f ' 


Broadly^ these goals arej Economic ,gro^^/th, full employment 
and social equality. 


23 - 


-Although the motivation for regional policies at the 
•■■'national level comes from the existence of problem areas, they 
'must cover oth-er areas also, which may have their own problems 
or may well show symptoms of depression in the future. In the 
ultimate enalysis, Regional Policy points to the optimum utilisa- 
tion of resources .and factors of regions' economic growth and 


ensures rational interregional proportions in the development of 


national economy. From this discussion, it is very cla,ar that 
at the national level, we should not simply rest con t^n 


the application of .allocatlve instruments and designation of 


T ,, (2 are verv necessary, they have 

back war I areas only., mile me.2e arc 


to ^be spi-aeiaented by reglonil policies «hlch Impart an lnno« 




4- o nn’Hnml l^'vel. Indeei, .it .appeuj-S 
character to planning at the national i-v« 


. P j-. 4-u 4- WQ now reached a stage i-n 

rom, various considerations tliat we h.-i.;r. no.- i ^ 


our national planning -*en regional policies shouli guile tile 


devalooment strategy at the su^o- national levels. 



for oner 


then it must be noted 


Once this orinci 


'jperation.al adiJ-'S 


that ce 


siurtti^ 


thin the conue 


national plan, w 


r e gi on -ali s a ti on o f 


ijo ul d be come 


tments 


m.akin^ 


level -pl-annin 


rmulation oi 


neces 


0 f* di 1 1 Q 3? 
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In fact, the present c-^ntral assistance allocation oroceiures 
could he used to make the plan-making function come close 
tori,al decision-mailing, although this is not nootf accompanied by 


adequate preparation at the sub-national '^nd sub- state levels. 

Greater attention to the element of space in our national 
plan, as veil as inter-state regional plaxming, wherever necessary, 
are absolutely essential if we have to introduce any coherence 
in our planning effort. At the sub-state level also, there is 


a need for horizontal coordination oi plans. It must be noted 

in this context that some special administrative, consultative and 

coordinati ve arransements for Integrated Area Jevelopraent planning 

35 

have already come into existence in certain parts oi the country 


34, From the commencement’ of, the Fourth Plan, the central 
assistance is bsinv given in the form of block grahts .and 
loahs directly to tlae states, which gives them a greater 
freedom and initiative in the formulation of schemes ahd 
programmes. . 

35. The Development Corporations sat up in Maharashtra State 
for Marathwada, Vidarbna, Konk.an ^and Ifestern Mah.arashtra 
regions - cover the entire state. The H.ayalaseema Develop- 
ment Board and the Telengana Development Committee in 
An;kira Pradesh, the Development Authority for Chota Nagpur 
and Santhal Parganas in Bihar, the Aur.aL DeveloumenC Board 
and S-ecial Advisory Committee in Punjab and the Kill 
Development Board in Uttar Pradesh are other examples. 
Mong the consultative ;3nd coordlnatlve arrangements 
instituted at inter-state level, the planning' efforts 
initiated for the National Gapit-al Kegion and the 
South-east Resource Region must be noted as important 
developments, tut at ttie same time, it must be noted 
that a bite hare -and a bite ttiere will not solve the 
problem fully. 4 more comprehensive approach is needed. 


^whioh points to the incraa.se h'h'war'ehess fhr' regional plannings. 

"It must be noted here that there is a strong case for the setting 
up of Planning machineries at Supra- district level , in all states* 

In ipita of all that has been done since the Second Five Year Plan 
to promo te pi, snning - efforts at the district level, di s t id ct plann- 
ing is still a ws,3k 0 oration and leaves isaich tg -be desired. 

The problem of finding suitably qualified planning personnel to 
.perform the planning tasks in the 300 ahd odd districts of the 
country and the cost involved in such effort would perh,aps make 
this a difficult task at tnis stage of our economic .development. 

The implication is that we would, never be able to produce anything 
like a satisfactory plan at the district, level for a long time to 
come. Insteai, if pi .arming could* be uniertaken for a group of 
interrelated' iistricts Cm.alrcing a tot.al of around 50 regions) it 
has the great adv.antage of making the pooling of sc-arce tfalents 
in some \\»ell- equipped planning organisations possible. Further th 
are a numb-r' o'f at -a- wide pro'iaLeins which are^ not amenable to 
treatment at the 'district' level," which could more aopropriately 
be han.IlGd at a higher spatial level, ?erh.aps activisation of 
the division as a planning region wbuli be useful step in thi^^.-, 
regar'l. I'rev.amping of our aiminlstra'bive machinery to this eni 
is well worth attempting. It ’wouli arouse the consciousness for 
a r'-giona3- approach to planning, at all levels and would ensure the 
formulation of better integrated plans. 



VII . 3nm6 dll emmas in nn al 




■ l^en' a multi-level planning structure evolves as anvis^gei 
atovs. the nael for coordination and integration at the vanrus 
sp a ti al In v el s o f pl'annin g be com s s o f . p ar ^amoun t im p o r t an c e . This 


is required at every stage in the planning p 


irocess - during the 


idantifi cation of probLems,,- for the formulation of programmes, 
for davi sing fi 3ca3. control s, while maicing, alio cation s and lor 
arranging' ' a system- of f ee -i- back s as gui ie to the repl .anmng 

process. ■ This can be attempted only in the presence of a sound 
planning machinery - at each level. Very often integration is 
loosely talked about, tot nothing is r-ally achieved in practice. 
In many instances, ’ integrated ievelopmont has only mew.nt 

pgstting various departments together, tot not really integration 
at th 6 ac ti vi ty 1 s v el s .. On th e e v alu a ti on si de p ar ti cul arl y , . ) 

our planning has remains 1 relatively weak. Evaluation has not 

been conceived as a continuous process. It is attempted very ofta 
only -when something goes wrong or frj.ls to materialise. It io 
net comprehensive enough covGring all development sectors 
plan programmes. In some .sectors, e.g, the prii/ats sector, 

V machinery for feed-back and, evaluation is rather weak. Als. 
wherever evaluation is attempted, the appraisal is weak 
relation to costs atid benefits, often leading to distortions 
in our priorities. As a matter of fact, in a country oUuj-ct tc 


^controlled development through regional policies and regional 
planning, as we have envisaged, cyclic.al economic movements and 
changes in economic and social structures would take place during 
the plaiining process. The vjhole spectrum of change v/ould he 
largely governed by the management of the economy on a hroad scale. 
It is necessary 'diat a very careful watch over the progress of 
our plan achieveraents is to he kept during the stage to see that 
su-ch changes which materialise conform to the expectations in the 
pi ah both uia"'. i tativsly as well as quantitatively .and that no 
serious imaalances occur in the short run. ill these imply greater 
and more serio'us assessment and evaluation of the impact of our 
policy measures. The evaluation that is undertaken must be- a 
continuous exercise and not just sporadic and uneven attempts 
like the recent midterm appraisal o-f the plan. In the planning 
process’ itself, there are several knotty problems which have to 
.be, c.arefully tacklrsd. Once decision is made in 'Uae alloeation of 
public funds between major sectors, other difficult prohLems of 
ch.sice within sectors .and subsectors remain, like project choice, 
project timing, sequence .and combination, project location sid 
project linkages. The lag's in • arranging for ' efficient sequenr-f-s' 
during 'uie development stage in the past have resulted in many a 
v/asteful effort and' idle investment. In many fielis, if 
development effort is not supported by. complementary action in 
rela"*. ■ diel^'Is, it v/ould tend- to. enlarge existing disparities. , p 



Even v/lth regional policy formulations at the national level ,and 
regional planning at the regional and sub- state levels, tlri3 3 G,,.,^i:^’ 
problems vail remain. To tackle these problems, education and 
training and retraining of planners must be oriented toward 
efficient use of resources, development of ‘decision-making ability 
and motivation for change and a suitable drg-ani sati on al structure 
estabLished for bringing this about. 

- ¥111. Summing Un t 

In the present paper, an attempt has bean made to go into 
the entire gamut of policy issues bearing on the problem of 
regional imbalances and to suggest some modi ficati^-n,s. and improve- 
ments. It has been stressed that our national economic policies 
must have regard not only to the- economy of the country seen as 
a whole tut also to the disparities between various regions. To 
guile deliberate action to bring ab^ut a more even economic 

anl social development in different' parts of the country, specific 
regional policies are needed at the nation = 3 l level. 

Blowing from such ragioUcd' policies, some coraplementary 
...measures and ooerational adjustments on the following, lines may 
’ "^be needed for an effective approach to the problem of growth 
maximisation ^ 3 nd regional' equality. 
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(a) It tiao national level, the Central Government ^ 

shoul ;i formulate regional policies and consciously 
adopt a regional approach to development pro olems 
in the various sectors of the economy. 


(b) Interstate regiond. planning conla 

the Central Govt., wherever inter- sta^e proaem:i 
are cruci^ anl call for effective interstate 
coordination. 


(c) At state level also planning should be guided by 
a regional approach. 


( d) It the sub- state level, regional cts 

be introduced for a group of inter-related districts. 


fhc-d formulation of regional policies .and attention to 


n n ^ p-cional scale at the national level will provide 

problems; on a regional ■ 


. . T inherent in economic 

the ma.anscf .counteracting centripetal iorces inner 


anl technological developments which tend to widen toe existing 
Visnermes between one part of the country and anotoer, tomlar y 
a regional approach to plahhihg purmaed at toe state level will 


oT.-- f/oi b-'-’ by the various 

ensure that the state level programme, arc g i-— ,/ ... 


. V 1-i nn t; wi thin its bouniary 
K., ...1 „r a pcnn^mic condivioiib «i. uiia-n 
Physio- geo craphicc-a and ecou..mxc 


1 jU4.^7 c.... —I- 

Ibrther each an approach at toto toe hatdtoal ahd state levels 


n,. 1.--1 „ tnni foT* informed decision- making, 

will provlie -an invaluailLe bool- lo- 


Inter-state region.;aL pl.anning practised wherever necessary, wouli 
m.aka for a coorUnated effort :an.i ootimum utilis.ation of reso’i^nces 
and woiild also help in solving pro bLems involving juri-s notional 
dil.emmas. At the suh-' state level, regional planning would .ensure 
that plans are-preoared on the basis of a msticul-us appreciation 
arid assessment of local pro bLems, . resources and production potentia. 
The pl^an prepar.ation at the various spatial levels indicated here 
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ce not meant to te mutually exclusive operations, tut effective 
jerational procedures should be devised to ensure continuous coogjii- 
ation and consultation between the various levels of deci sion-m:aking, 
lus ultimately leading to a unified effort in planning. The spatial 
Ians tiius made will provide some degree of consi.stency .and 
redictabLlity in economic affairs, thereby ensuring that the aims of 
.avelopment schemes are by and large realised. 

The measures outlined in the paper are only ' suggestive ’ 
md not * conclusive' . This is because in a iyn.amic .and changing 
situation in a developing country, policies evolve in response to 
ah.aag6s in the problem areas, centre- state relationshios anl 
:) res suras in the light of rapid .economic and technological develop- 
nents as well ras political, pressures. There are not doubt a number 
of unpredictabLa. elements in the planning process; tut what emerges, 
from ttie present analysis is that we have rsachei a hew state in 
our national economic pl.anning., when a certain re.alisnment of our 
policies may be n.ecess.ary to provide a regional bi.as, followed by 
concrete steps to war 5 s regional pl.aiming at different levels 

intended to bring about better spread-effects of pl,ahning in our 

b ' ■ ■ ^ 

'■.Country. 
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TABLE - 1 



SHOOIEG STdTE 

iVJIGE DISTRIBUTION OF PER Gi 

iPITA 

INCOME, 

?.3R GiiP 

ITA 


OUTLAY ON 

GEMTP..\L 

INDUSTRI AL PROJECTS 

& P ER 

OVITu. 

, CSNTRPl 





ASSISYAMCS. 









{ 

'\ 

Figures 

in Rs.) 


in 

tes (arranged 

p q Q (^‘,n d p* 

Per 

Capita 

Per Capita Plan 
outlay on Central 
Sector Industrial 
Projects- (1951-69) 

Per Capital Central 
Assistance 

1966 

-69 

ordar of per 
capifa income) 

Income 

(19G9 

-70) 

. j .. 

Plan 

11 

Flan 

■Ill 

P 1 aXl 


IV' 

Delhi 

1239* 

6.5 

33 

51 

340 1 

V 6*3 

2 . 

Pun,] ah 

381 

24.8 

88 

49 

' 66 , 

38 

3. 

cLar^r-ina 

788 

8.5 

■ , 

- 


53 

4. 

Mrihnr-ashtra 

731 

11.0 , 

15 

21 

42 

24 

5. 

Tamil Nadu 

616 

69.6 

14 

29 

55 

33 

6. 

Madhya Pradesh 569 

121.6 

23 

35 

68 

38 

7. 

Gujarat 

567* 

21.8 

19 ■ 

27 

54 

32 

8. 

'•■Jest Bengal 

562 

105.9 

43 

26 

44 

28 

9. 

Assam 

545 

34.0 

25 

31 

84 

61 

10. 

.Mysore 

515 

22.3 

24 

31 

66 

40 

11, 

. andhra Fiades’ 

h 513 

24.8 

19 

29 

61 

40 

12, 

. IJttvr Pradesh 

506 

20.3'- 

14 

18 

48 : 

30 

13, 

» KtiPala 

5050 

43.7 

18 

25 

72 

-45:; 

1 — 1 

. Rajasthan 

480 

15,7 

39 

33 

80 

50 


32 


15. 

Bihar 

402* 

91.9 

16. 

9rissa ■' 

' : 325@ ' 

,192., 4 

17. 

Jammu & 

Kashmir 216^ 



14 

20 

2() 1 

52' 

43 

78 

41 

30 

59 

16 9 

154 


Note: 


Si?;!. is b,,s9d on 0U-, 


_OTG9:'^ Central statistical Orp-,--.nisotM on**/ 
1st December, 1971), ■ ' “ v 


nt pric 


IP Q 
' V o 'I 


I S on 


( ii) 


Th 


figures univcr Cols. 3-7 hate b^-en obt-in:si 
lanning Comraission. - ci^toan-i 


* Refers b:o 1968-6-0 
§ Refers to 1967-68 
£ Refers to 1955-66 


f i 'jr e s . 
f i 'm.?'- e s . 
fi auras. 
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TABLE - II 

TOWTNB DEPENDENCE QE STATES UPON CMS ElL 
/\T3T3T:;EGE PULING 'HEE THREE .?LMS. . 


S.iJo. Percentaea 
Dependence 


1 . 30 - 50 
9 : 50 ~ 70 


70 - 90 


First Plan 

Bombay 5 Tamil 
Iladii, Mysore o 

and ar a Pr ad e sh , 
B ihar , Kerala, 
Uttar ’ Pradesh, 

M adhy a "^r ad e sh . 


Assam, VJest 
Bengal, Jamrrni 
•7 Kashmir, 
Punjab. 


Orissa, 
than . 


Raja: 


Becond 

Pl^m 

Third 

On jar at, 

Kei' al a, , 

Gu j are 

VJest Bon. 

;3al . 

Mahar; 

ilndhra P 

radeshj 

My sor; 

Assam, R 

ajastheji. 

j ab 5 . 

Uttar Pr 

ad ash 3 

prade 

Tamil Padn, Mysore 

jKeral. 

Punjab, 

Madhya 

hya ?■ 

Pradesh. 


Rajas 

Uttar 

Wt3 3 1 

Orissa, 

Jammu & 

Assam 


i"' 1 an 


Kashmir 


Orissa 


,irce: ao.:i-ilea on the oasis of 

Five Year Plans ot States - a la/nov ^ 

'plMininr Commission circular Ko. ''C(s )3/66 datea Iz 


1966 , 
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Reduction in disparities in the, levels of developrnent 
anong different regions has, all pilong, b.een a Tiajor objective 
of Indian econoTiic planning. It would, however, seen that 
during, the period prior to the Fourth Plan, the policy 
fra^e did not contain any ^sub-stantive provisions to tackle 
this objective. It is true that special significance was 
given to the State industrial plans, that soae large public 
sector projects were established in the industrially under- 
developed. states like Bihar, Madhya Pradesh and Orissa, that 



the small industry was assisted in a variety of ways in- 
cluding the program-lie of industrial estates. But it would 
still be true to say that industrial growth remained, by 
and large, concentrated in a few st.ates, and even here in 
a few districts. Industrial growth seems to have skipped 
the industrially underdeveloped states, and the backward 
districts even in the industrially developed states. 

In view of this disappointment as regards the objective 
of reduction in regional imbalances in develcpnent as also 
for the reason of increased concern for soci.al justice witne- 



objeetiVG has gain 


ssod since last five years or 


greater emphasis' than before. In the year 19nS, the Planning 
Commission appointed two working groups - one for rccoiamend- 
ing the criteria for identification of backward areas* and 


s in Dackwar 


and have initiated a number of st 


cwtb of industry in backward are 


vities of- the St ate Governments 


nd financial an 


constitute, f o 
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This paper atteoipts to appraiss” the rde of these 
measures in the light cf the . experience of similar measures 
in ether countriesi The first part describes briefly these 
recent m.easures. The sacend part sammarises the experience 
of the U. S. and Italy; the third and last part appraises the 
role of Indian meas-ures in th.e light of the foreign experienc( 

' I . Becent Measures in India 

. The Planning Cemnissien has prepared a list of 217 
districts and all the TJnicn territories (except Chandigarh 
and Delhi) as backward, accounting for roughly three-fifths 
each of the total land area and of the population. While -o'"! 
these districts and areas are eligible for ccncessipnal 
finance by the financial inst it ut lens, quite ■ a few (one 
district each from devslcped states, two districts each from 
backward states, and certain ether specified districts as 
also some specified union territories) are eligible for 
additional incentives under the central subsidy schemes. 

¥e shall first consider the special schemes for these selected 
districts and then the general scheme for ail the backward 
districts. 

( a) Special Scheme for Solected Backward District s : : 

This scheme has two components; one relating to 
financial grant /subsidy, and the other relating to the V) 

transport subsidy. 

As to the first; the Central Government gives an 
outright grant or stat>sldy'"t‘c’'^tf^'ift'errr’c'r^IC"per cent-ftrr 
new units. While the scheme, is applicable to units whose 
fixed capital investment would be up to Bs.50 lakhs, others 
having more investment may alsC' be considered on merit. The 
scheme is also applicable in case cf substantial expansion 
of the existing units.. In addition, the Central Government 
also offers transport subsidy equivaj^ent "to,,,#Q'^per cent cf j 
the transport post of both- 'finished I 
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products frcm ( or tc) the nearest railhead to (or from) 
the site of industrial units for all nev; inriustrial units tc 
he located in Ja-tiTiU and Kashmir, Assam, Manipur, Meghalaya, 
Nagaland, Tripura, Arunchal Pradesh ■ and' Mizoram. This subsidy 
is also payable for expansion or diversification of existing 
units, if this leads to an increase, in production ct tno unit 
at least by, 25 per cent over the average annual output during 
the preceeding .3 years. In such cases, the subsidy be 

restricted to 50 per cent of the transport cost cf additional 
raw materials required and the finished gci..ds produced as 
a result cf expansion or diversification. Subsidy is available 
for bringing the ravj materials from outsi'ie the state ano 
taking out finished products to ether states. No subsidy is 
availablG for internal movement of rav; or finished goods. 

('b) Schemes for all Backv.'ard D i^lictS'- 

■ , ■ The all«India financial institutions, the Industrial 

. B'Vcnstructicn Cerperat ion of India and the Natlcnal Small / 

O''''' 

Industries Corporation have' also worked ■ out schemes ol 

liberal finance to attract industry m Dackward district.,. 


Sem; 


the chief features of thes'O schemes are outlined 


below. ■ ■ 

The sohsmes rperatoci by IDBI, IFOI ano ICICI are 

crnfln.ja tc their rupee operations an! for prejeots with a 
total investment cost of up to Rs 1 crore. Th-e rate of 
Interest Is 7 per cent per annum (as a-ialnst the normal rate 

of Si.per, «ant)i.t,ha Rra«:..p«loa.i5 6 I-®"" moratorium for 

^ Alnnin-1 -'ar-onst th.; r.eraal 
the first repayment cu principoci 

3 years).- The peric-I ailcwo-i for repaj-tent Is IS to 20 years 

as against the normal 10 to IS or to 15 years. Partlcipn-Uw. 

■a 3 n ■■ n ,«,,+■ f Thf- margin r.'f seGurity 

in ,risk capital could also gr^ca --r 

be 30 tc 35 per c'ant cf the value of assetb. Conc..cw ..ot . 
aro ■ataq given' in respect cf ether charges relit so v. > ui- , 
derwTixine’ commitment, etc. Besides, the measures also 
"*.nclud 3 a pvcorammo of study cf industrial pc S::>iDih-iw it-s In 
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the backward states by means of joint-institutional teams and 
follow-up action in this, regard. 

State Incentives ; 

State Government s have also adopt ed a number of 
measures to attract industry to developing or backward district 
in their areas. While tne details of the schemes naturally 
vary, basically, they aim to create infra-structure facilities 
and offer the same at concessional rates, and provide for 
fishal exampticn and concessional finance. These measures 
relate to the development of industrial plots and construction 
of sheds, ^..rebate in electricity charges, exemption in cctrfli., 
concessional finance, refund (in the nature of long-term 
interest free loan) of sales tax, ate. 

II. Experiences of Other Countries 
What is the extent to which the measures initiated in 
India may go to promote industry in backward states and back- 
ward districts? Admittedly, it is too early to evaluate these 
measures, as most of them have been adopted only recently. 
Thus, for example, the Central Government's transport subsidy 
scheme came into force in July 1971 and the capital subsidy 
scheme from , .August 1971. 'Soccndly, we do not have detailed 
studies on location of Indian industry hii'h?Jight ing the 
'importance of various factors in Iccaticn. Thus, the task 
of saying anything in regard tot he value of these measures 
in the Indian context becomes rather difficult. 

.ifay 'em s 'o f 1 o c atThg”'- 

industry in- the 'depressed' areas as also in the areas which 
have never experienced :any industrial developed nations. .^These 

ii! i' 

countries have been, operating a variety of schemes to foster 
the growth of industry in these regions. There have also been 
a number of studies attempting to evaluate the role of various 



industry. It is hoped that the results cf those studius may 
not he irrelevant for drawing some lessens for the Indian 
measures o 

Towards this end, we present, first, the opinions Co. 
the executive on the factors of location. This is followed by 
statistical 'studies- highlighting the Impcrtance of various 
items In the total cost of production. Finally, we surmariso 
the results of the experience of Italy, which has 'had by far 
' the most comprehensive scheme cf measures for its industrlally 

underdeveiC'ped southern par'c* 

(a) Opinions of Exe cutives; - 

' " present belov the relevant finaings of the tvo wolL- 

knovn stualee on the Michigan ahd 'Floriaa maustrles, vhich 
j. +- Id n T nrioTt fine Q of various factors in 

attempted to assess the, impcr 

b ■’ . i a-u,, of interviews with top 

location decisions on the basis c. lu , . 

executives. , , , a the Survey Be search 

- : OThe Mio-Mgan Wudyl was conduct ea t/ th, bur 

' o ' s A r-^n int 0TVX B'WS- 

centre ln'1961. The study was based on pcsena 

. ,.vtiir-s cf '23° Michigan manufacturing plants, LaJeur 

top exocut xvBS 01 ■ 

costs (wages and productivity, were ,ent eon,. . 

. i. 4- /4rKl. 


numb er , by 


* V. lint of t ne t c^il 

executives T'epresent mg oo per emt 


an 4- yiT u 1 • f nd TD'^oximit y t c mark.^'t sy 

■ employment in sample fact,pri,^s, • ^ 

f =5i:!(’h ^actors which may bo classified in 
62 per cent. Sucn xaccuit. •n , 

4 . f-of^nitios as community factors, 
category of infr-astruoture facilities as 

*■ a mtlcs tr-fflo access, zoning, local sources 

marketing facilities, , ,4 .. n 

■ . ^ mentioned tty-'Oxeoutivas representing 1;^, i , 

■bf Tinancing -were^iientioA^.d y ^ ,, , , 

•i'l.i/b '-0. ' ini V ' It’ would thus arV'-or 

■■■■ V A ‘ 3 nar 6 ohf^afmployment oniy. 

’ ■ , fin-incial incentives 

• the factors relate-. ■ • ■ o • 4-nc 

■ rr-l^ in Ir cation iecisions. 

did not-soet to play an import .,nt rel - * 

t , 1 to Dr"bo into the mal .tt reasons for, 

;■ ■ The survey also tried to pr.b. in . , __ 

or site (tc*wn)* xiS 

■"llcpntlng plant In Michigan and.-at particular 

1. Vile S'/H .Mueller and James M* David Braiihall(Sd, ) 

Miuav-cooirras” 'in Gerald J- .Karaska d . Da p^^cg 1969, 

b'-c-ti ^nc^l vfils for,:J!i anufacturrn£, - 


■c o.t if gpl 



f 
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2, Melvin"' £; 


^ , ... ’ahd; M ar s hall R. . Col b erg : Eacl p r sin , t h e 

Lohationj.n^f.. Florida Survey* in Faraska and Bratnhall, 


'’State and Local Induces 
,i^,^i5ka ...and .^ratahall, on.ci t. 


to the first ; local ' Concessions and inducements and better ‘ 

tax situation- were mentioned as main reasons by executives 
rep,resent ing only 2 and 1 per cent of the total employment. 

As to the second: these t-wc factors -were mentioned by executives 
representing 4 and 3- per cent of total eEaploytnent . On the other 
hand, personal reasons, labour costs and proximity to customers, 
etc,, appeared more frequently. 

■ ' i 

2 * 

In the Florida study . (which coyered 245. firms) ^ communitS 

i 

facilities ( educ at ion, ' police, mtedical, fire) were men-tioned as 
the most influential factor by only 2.9 per cent of the total 
firms. Among factors -secondarily important, it figured in -'I'he 
replies of only 2.9 per Cent of the total firms and state and 
municipal tax structure in the replies of 2,8 per cent. When 
the data regarding factors aS either primarily or secondarily 
as most influential are considered, these two factors were 
mentioned by 1,9 per cent each. Thus, here again, factors 
associated with taxation and community facilities are net rated 
importantly in location decisions. 

(b) Statistical Cost Studies ; 

A second way of attempting to measure the effects of 
inducements upon business investment is to estimate the impact 
of financial inducements Upon costs. We may present here the 
main findings of the Wisconsin study^ which attempted to ^ 

examine the impact of property tax exemptions and also of 
various low interest lean programmes on business costs. 


- r. property tax(^amcunf ed^ tq^ 

" tlri‘£4d : ;fro”k^M 




j, y 4- 1 4-0 Dor o suii Oi* « 

c-.nt for the food products Industry to 1.^0 per 

' - ..ores' exemptions may reduce 

orlmary tietal industry, in oohe. oicr..s, , . . 

tior- But as the study rightly points ou., 

po-ts in these proporticnb.ibdb, a.> . ; . , 

auction in state-lccal.tax liability «uia be pari 
tnrs reouetion i , ^ ^ tax UabiU^^^ , j 

offset by accompanying increase ^ 

-aealrenlng thereby the effect of msoitl . 

uy tax reduction, . as na- to calculate the effect of 

Similarly, an attempt was o that loan, ' 

t. It .«s found, ..for example, tna 

low interest loans-on cos , , ' ..h, Posts by O.SOCat S; 

^t 1 per cent below normal , , 

m ^r\, ct. h tier, cent Delp\j5 - 

B per cent below, -y- .o , foe value of shipments for 

4 per cent belcw, by 1.- b lat.erest payments 

o .r-iving industries. Here agai , - ‘ . 

all manuiao.uring i ^ ^ ^ 3 ^ e reduction m 

ere deduoto,. in rsl- ^ ^ accompanying in- 

dnterest ccst S hould ,03 par y ■ • 

linoipme t ax ' ■ - ' ' , ’ 

crease in federal msCmo ^ e,,-;aenoe. the study. ^ 

• ^-r -i-hi Q and the other ■- i 

. . 3 , After revie-wrng .t-is ^ . e a aiore 

-w t industrial develop-aent inauc -re- 

concludes ..hat i o - ■ on .within .the region 

^ ^4--.,, In the- choice .Of locdwx 

■ important lao.oi the .region, but even 

, i-b-vs r>hnlcp of locariion ci 

rather than m u u +vr^s a^a prohahly 

, 4 - „ -The counculy used types- a* - p 

th'.Gre in^^^vicetnGnC s 

a -secondary factor, .. .. . ■ •- 

a' few count.ries which have -attempted 

^ - . r..r..r3'nue of initiating gxc;yth in Da 

,a'Comprehen-siv-e P ... -:p ^ relevant for a 

- ■ ■ -1-0 the experie.n.ce of Italy, is ■ - ^ 

areas. Al^Oj . ^.rUates to the 

• '--ocuntr'y like .. as basically 

^ . .u.r aevelopment ^^n an ,„aroa v-i , 

^arocess c- „ J-Oit .rc. -o. - .. . -- , it yas 8. 

. tn c>ther advancGd countries 

underdeveloped, -yherea • - ^ a„presscd areas whic,h had 

,,, proble-a-of.-ininat-fnC:l-'’^d=^.“V.f:h:r^".: . 

X.lrea-ly experienced industrial tt is call 

"^1,, ' 1-ne southern part of Italy, or Kessogic 

is notoan 44i^p,„,,pvolopod HsgySh“114 

4cS,r^ah-S.4??srarcrd oodtx 
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It extends to seven adTiinistrative regions co^nprising an area 
and a population which forn 41 and 38 per cent of the respective 
ration's! totals. 

The policy and progra^aies initiated for development of 
Southern Italy included (a) , a vast prcgraiime of investment in 
infra-structure -- material infrastructure such as roads, bridges, 
elsctrieity, means of tran^ort and communications; social and 
human infra- structures such as schools for primary elucat ion, 
hospital, social assistance centres, etc, (b) favourable fiscal 
and oredit conditions (c) greater investment by public sector , 
enterprises in the South, Thus, for example, public ent erpril^^gs 
in 1958 invested in South 24 per cent of the total investment 
made in Italy in 1958; the proportion rose to 47 per cent in 
1963 (and to 43 per cent in 1965), Considering the comprehensive- 
:ness of the programmes, the results achieved seem to be meagre. 

To illustrate; the per capita income at Gurrent prices of Southern 
Italy which, in 1951, was 59.5 per cent of that of the rest of the 
country increased to 61,2 per cent in 1965, 


Many explanations have, been offered for this poor p erf ormanc^ 
the most telling of which is given by Pasquale Saraceno, He writes: 


’’Perhaps the most important comment suggested by Italy’s 
experience is that not' sufficient attention has been paid 
to the fact that industry growing up in an underdeveloped 
area must operate under the shadow of industry already 
established in other areas of the same country, while ,7 
benefiting from a degree of protection provided by 
so-called incentives which is inevitably far less than 
that which infant industries have always enjoyed in all 
countries in all times”. 


- ed that industries iri the North and Central Italyy~4ia4- 
benefited for more than half a century from a degree of protectic 
varying between 20 to 40 per cent, whereas the newly developing 
,, 'indust3;y;,:0^:'the: south' enjoys a series of incentives' 'equivalent tc 

" 1 ' .inUi ij"!! Wm ' .rvK-v ^ Ji JSk ^ ^ r- ' * _ - ‘ ' 5 ' ' ‘ " 


op|t0ra;p^d^ from i 


from 5 to 10 per cent,' 









llililiilllil 



Ill . T. essons for Inai a 

I+h or count riss offsi' 

■ "wirat lessens, do the exp&ri^n^ 

4 -h-:. -rovth of industry 

,r thD policy and neasurBS in regara to tho at- ■ ^ ^ ^ 

„a^n- i n India'5 Before answering this question, 

:t back^-ward: reg-oHi. m ina*a. -o 

• Tanon in vogue in nany count ri-’ 

« aiav not that such measures bav.e oe-n i.* '§ 

" . -T ihrav have been adopced 

c for a number of years, whereas in 'India 

recontly. Boccndly, oven lere it would see. tnat tne .easure. : 

ihore are more comprehensive and substantive than the same 
fet, their experience .may have some .value. . ^ 

■ . evi'^'ence on the, subjective factors 

Ca) Firstly, -Che empirical e^ri■aencc. c ^ 

' T -t-- a iTi-noTtancp of the various items 

location and on tbe relative impcrtanc. _ 

V t.-' that the incentives of various types even when 

cost indicates that tnv. ,1 +hpiT 

' ■ .ivr of ^nrfftnal significance; and unoir 

taken together, are only of tarSl - ■ , , 

t oounteraot the overwhelming advantages whioh 

effect does no .. ” , „n,oys fro. such favourahle factors 

.industry in developed areas enjoys, Ire , . . . 

-PTkets, labour costs, etc.,. , 

as ac-ceos - ■ . offered by these inoentives 

,(t) It would see. that the .advantages offer.. 

to industry in hackward areas are far less than those t.,. w. 
■offered to industry In developed .are,as agarnst mdus ry 

'.other nations. ^vir.onfives 

• 1 -tent that they have succeeded, ince e, 

■ feV To the marginal extent tnai V ^ 

' ■ • ' . . i in attracting industry -to backward areas from 

0 have succeedeo in attract a ^ ^ 

developed areas of the sa.o r..,. , , . the 

oreas of the other regions, m other words, to t h. ^ 

. tlev work lor producing a better lntra-regio,nal. 
incentives 'Work, they werK ^ p . 

. 1 -At ptribution of industry. 

rather than inter-regional, dis 1 1' ^ 

- ' ' ea 'o.rhn such marginal results 

a m ■ v.p'prcectcd to produce even sucu 

• (d) They may oe ...... r 

onlv in the long run. 

' ‘ 1. u fo m'^de towarcis 

Thus If any sizeable dent has to o- 

n- P,ih„tinn of industry m favour or , oa 
ppHie^'inc a better aistrilutiu 

^ aeh.io.iuo ■ , not toe distant run, the 

-onv bsekward states, in not Xo. 

■'.’areas, especially - „a,tantlve than they have 

llicy and .easures have to be .ore suosiantiv . 

e-tP^rtr So.o of the suggestions that .ay -cnsi 

Peon hitherto, bo.ao 



in this eonnection are listed belcw* 


(i) In the first place, the value of concessions to be 

offered 'nust be high enough to pursiiade industry to to to 
backward areas, ^more so. for the backward districts of back- 
ward st at es. ■ 

(ii) If the value of , such concessions could not be suffi- 


ciently raised for 


cv' ; t hs ct her roast n, ■ cut rr,!* t re 


strictions on newr industry or on the substantial expansions 't 
of existing ind’S stria's in souq other areas, especially the 
congested ones, cay be necessary. ' . 

(iii) The experience of other countries such as Italy, 
Belgium, Sweden and Russia teaches that the cause of back- 
ward areas is not served uuch by a' large nuhber of small 
projects. In fact, the Indian experience in regard to rural 
industrial estates also teaches the same leasson. One may 
therefore have to think in terms of a push, on a 30.116 large 
enough to promote growth through strong multiplier effects. 
The questions hs to- bow large this push should be and what 
it should cent ain are difficult to answer. Broadly speaking, 
the push should, be large enough to provide efficiently the 
main services in material (gas, water, electricity, transport 
and communication) and human (.education, medical facilities) i 
infrastructure,- and provide a' mark-st for small industries. ^ 
It may be that -population^ of between 100,000-300,000 
inhabitants in a close-enough area may satisfy these criteria. 


id may be determin 


his connection, the 
atod by teams of 
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(iv) It is clear that action on these lines involves 
far 'Here work and incentives than have been applied hithert'- 
in this area. The risks, especially in starting an industry 
on a. large enough scale, in backward district s, are aany, an 
fev; entrepreneurs nay come forward for this task. To put it 
in other words, premeting a propulsive industry in a backwaj o' 
area may be as risky as promoting a "core" industry. It may 
as well be that, in the short run the risks involved in 
starting big industry in backward districts may inherently 
be- sc high that only either a big firm or a big business 
house which can spread these risks over their large business 
operations, or the State which is motivated by large, social 
censideratiens could be depended upon to play this risky and 
pioneering role, 

I 
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3 ALAN.GgD_ RgGIOMAL DBVgLQpMMNT IN INDIA . SOME ISSUES * 

Ihe existence of regional inequalities is almo st ■universal 
in developed countries as in the U.S. A. , Japan and Italy, 

Cantrally Pl^anned economies like Yugoslavia, U.S. S.R. and Poland 
and even in transitional and developing countries like Pakistan, 
Thailand, Indonesia and India, the prohLem does exist ttiough 
admittedly in varying severity. And therefore it has ■become ^ 
increasingly necessary for all these countries to tackle this 
problem of regional inequalities. The major tasks involved in 
tackling this problem are to assess the extent of regional 
differences to decide whether intervention is necessary or not, 
if intervention is considered necessary to identify the measures 
for the purpose. In any assessment of regional differences, 
the concept of a '’Region” assumes great importance. A region 
could^ be either a homogenous one with common economic charqcteri- | 
sties or a polarised one wltti Interdapendenciss or a policy I 

one dependent on policy considerations. A policy region with 
operational significance would have as its base the characteristic 
of a homogenous rogio n and a polarised region. The concept of a 
region would however depend more on the purpose in view basUd on ■ 
social balance .and political signifi c-ance rather 'than on 
scientific accuracy, 'yaatever be the concept, implicit in it is 
the technique and process of regional! sation. 

* by Y. : Venugopal Reddy, Deputy Secretary, Planning and 
Cooperation Deparbaent, Government of Andhra Pradesh. 


Ill' iSelinMtiSg a regioffV rt a 
number of criteria tut th. sa iepand upon the c'-^ncept of a region 
which in turn is iepenient on Uig accepted policy. \ 

Tha Inli an Pro bL-am 

Miile in' the Gconomic,a3-ly advanced countries the problem is 
comparatively simple and is one of Gconcmical use of l-and 
especially internal to metro poll t>an areas or to s:^mG extent a 
treatment to depressed arras in transi tion.al societies, however, 
it is more complicated', apart from tiae politico airalnistrative 
considerations, it is a stu iy of welfare of the present versus 
the future. ' Its general strategies involve balances among 
sectors and economic regions. The stress is on f*un iamental , 
technical ani economic co- efficients, in the overall politico- 
almini strati ve framework. In In ii a, which is aiming . at ranid 
technol i gj cal an 1 economic .change the soati al dimension gets 
Irrevacablv interlinked with tecnnic.al and economic coefficients . 
BUrttier in the context of 'imperialist past’ the spati,al order 
available is "unsulteJ", to the dynamic impulses of growth, and 
any effort to take congni sance of existing ’’homogenous economic 
'regions” or' make use of the apparent comparative advantage 
situation as it .obtains would be fruitless. In other worts, tiie 
Regional problem should not be viewed as a ’’corrective” to the 
general economic ai^i technical balanc.as, or a tackling of 
’’.spscial problem areas” as such in the given context. 



4- seconi feature .of Regional ’'pfo bleia in -In iia Is .ttia 
existence of a feieral political structaref; 'Tjais ln''/olves 


certain -areas of reel si on mailing being left, to sutnation^' 
units.; .aol also .cognizable pressures on ttig natiqnal gove.rnniGnt 
for .making iaciaions in a particular direction to suit p:a.rticular 
•;su;bnational: .ar.eas, .In , these circumstances, & e o b.i e c t o f . . r a t i gnal 
- al..anning machinery is npt o nly a .tecbnjj mf^v/gf 
geo grar.hica.1. space ttle ov ' all national .ievel .D.imi^lLt;jaJli, r , ntl ...^ ^^ Ihit 



a deVRlnpmen t nblact ivaa nf til-S 


yari ous sii .b H..ation.al un i ts . 


R egional Develobment Policy ln...lQjia - -A RgylSJ^ 

Ihs principal regional objective, may "be ' described . as the | 
' bal-anced regional devalopnGnt' , The Second^Pive ■Year^Plan 1 

admitte.i' that '‘-In any comprehensive plali of development,p it is i 
axiomatic that -thn special needs of the less developed kreas ; | 
should receive due attention. The- pattern of InvGstrQent’must be j 
so devised- as to lead to bad.anced regional -development'’. The | 
Third Five Ykar Plan too set out in some detail the general i 

approach to . balanced rc-gional development. It pointed out that 
."iip iiiipl^riiGntiin^ tiio b-coni r8gion.-cii. 

aspects of. development were dealt with in three different '«ays. 
firstly, through the plans of States emphasis was given to 
Drogrammes which, had a direct bearing on the welfai’-s of the; peopl 
in different parts .nf the country. Secondly, special programmes 


ware ^anaertaken in particular areas where isvslopment hal either 
received a temporary set-back, or was being held- back by certain 
basic leficiencies. In the third place, steps were taken tok^^ 
-secure more dispersed develo.pment of industry which, in turn, 
creates conditions, for development, in several related fields”. 
Mi-in the Third Plan itself emphasis was- 1 -aid on tlie fact that 
' since some of the most important Plan schemes fell within the 
State Plan, the sise and .pattern of outlays for the States unier 
the Third Plan had been so- calculated, as to- ■Vreduce disp-aritibs 
of development between lifferent States, -although in the nature 
, of thingsthis is a, process which must take. time”. Besiles tnis, 
several- features in the Third Plan were indicated as being 
intended to enlarge the possibiliti-es of levelopment in areas 
Which have in th.e- past "been relatively backward? toong these 
were the , in tensive levelopment of agriculture, exp.an3ion ef 
irrigation, village and small industries, expansion of power, 
-development of roads -aid road transport, education,al facilities, 
provision of water supply anl 'programmes for the welfare of ■ 
Scheduled Tribes and Scheduled Castes. The location of basic 
industries as cleans for achieving regional: development was 
mentioned boiii in the Secoiii.I mi the Third Plans. Technical 
and economic limitations were emphasized, tut it was state a 
that -subject to th.ese considerations the claims of unier 
-lev-eloped regions should be kept in view. In c-.ntrast to the 
f-ai-rly elaborate treatment of this aspect in the Third Pl.an, 
the Fourth Five Year Plan-, while it dealt in detail with 
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i!agional ievelopment in ttie sense -of physical planning, 
particularly of urban and metr politan areas, made only a brief 
mention of the correction of. regional imbalances. Miilq 
describing it as a problem that is '’highly complex” the Plan 
document states that '’differences in devalopraent between State 
and State arise out of variations in activity in the three 
sectors- Co-operative, private and pua!.ic”. Vlith regard to tb^e 
first, it is stated th.a't ”no specific new programmes or policies 
of the Central Government could help materially in this regard”* 
vatii regard to the second it is stated that this would depend 
”on the extent of entrepreneurship with in the State and the 
resources Commanded by it”, v«lth regard to the third, It is 
stated that ’’availability of res'''UrGes with Governments of 
States for planned development is the heart of the matter”. 

This is In contrast to tdie approach in the Third Plan where the 
State Plan outlays were taken, as important instruments for the 
reduction of regional disparities. Viiirill e th a . . 1111 . 1 : -d-El-aa 
■am n nasi ze d t he cruel ad role nf i,n . . ..,, .? . £! - dLci .XLg.~ 

repinaal d l snar l ties., tp q Fou r th PI. an_. do cum an t ro enid r.n s , ani y 

alloc.at : !nn of Central a.ssls ta.p..c.j^^.±J±Lat t he oor o7:i l . aE y 

Sii batanti a1 . The whole aua ^t ion o t . . a . an g a , an . sit.1ve pnllny 

i n regard t n n l ann ed de vein omen t._fVLiL_anh 1 e Vi pp redb . c . ti.a n.- a£ 
XSiliUCbX di .an a rl ti p e . th e r e f o r e , r ern al n -S_unj P.snl.s?£! jd . 


The effort towards balanced regional ieval 


snt in Iriaia, 


so fa;!*, could he siiniinarised as follows: ■ 

: 0 a) ¥ei gh tag e was given for backward states in the .aj.lo-v 

cation of Central assistance. o . ■, 

■b) Back’vardness of a State or , an area was t.aken into 
consideration as one of the factor s in the location of centr,al 
sector pro j set ' though on anadhoc basis. 

c) Soocial assistance was made available to backward 
areas like Nagalan5, and S^st^rn though spe cific . demarcation 

.of all pro bLsni . are as is yet .to oe scien.ti fically i-ia.^e. . 

,d) ..preference was., shown in licencin.g private industrial 
estabLishments in the backward areas, thougn backward .areas 

...have not been dearly ie fine i till recently. . 

■s) Industrial estates in urban, or semi-urban ar- as 
.wsre established. . ... ; 

f) Measure 3 were t.alten for relieving the jiir.ien on the 
.metropolitan are. as as in the case of &)ra bay, , Calcutta etc. 

g) More recently, in the course -sf Fourth Plan, some 
.measures of relevance to R,ogion,al pro-blam have been taken up. 

Central assi st.'-jace b' states t.alies into, accoiant, backwardness 
of the state and special problems of the State. Special 
schem-:, s such as Rural. Vfcrks Progr^amne for ..Ir-.ugh t .areas, f'ilot 
project f'r'r Tribal Dov~lopm'.=nt, Dry farmine lorojects arc taken 
up .to CO ver , 'V^ro bleia .areas,’’. Backward .di stricts have be..ui 


idQtrtl'fi'-ed-'fo'r ■ urpo.sas..of' concessions fe r Iniu 3 trialisa,tion. 
i'dr13ia'r'''effo being male, to identify..., backward districts 

and 'bidpare ■ comprehensi.'ve.,, plads of- development, on a priority basis. 


1. critical review of' td'e appro ach''tb'T;^ regional 

dovalopment In India r'evaals ' the following features. Firstly, 

it is not very clear w’heth.ar: the' Hational fevsrnm'ent vi.ews 
• . . . •• ^ .. 
inter- state imbalances al-one.ro.r inter, state imbalances too as its 

'raspdnsibiii ty. ' Though odcasional -■identification of problem 

.areas .gives .an impression- th-at-ba-cfc- ward -pockets in all States 

are ■ p:iD ,00 sed . to be tackled-by the- National Government, on a 

c3 oser scrutiny it does., not- appear to be' so for 'even Idle total 

amount of allocation for such backv.’ard tracts as between different 

^ t'O ‘-i'Z’ cl- ..J. C'd di S t '.i V' Wi '5'-, Oct-^i 


■ Src nil.y, assuming that ttie National Government tackles 
tie protiLem'of regional' imbalances taking the State as a unit, 

,thig_.eff nrt so f ir does not seem to. have borne suffl . clen,t-fm 3jt. | 

T'n.ap.e is n.o evidence of cognlsible re-ducti-'n in the ..equ.a li.tie.s. | 
Sven If important in-dicators of in tra- structural development 
such as roads, power and water facilifcis.s are taken into account 
there are wide variations bet ’een different states. . Sven consider 


in.g that bringing about regional imbalance is a long term 
proposition, it shouli at le.ast be ppssihLe to find eocpression of 
sgional balaJiced approach in cruci=.aL investment -oolici- s. 




If W£ study -the per capita plan outlay in the State Plan Sector, ’ 
it looks as though there is.no policy of ensuring that the .3^, ate 
Plan outlay par capita has a relationship to the level of per 

capita income. No correlation 'is f '^und between ' these two . In 

fact, the average of all states per caoita plan outlay in the 
Fourth Plan is exceeded by Assam, Gujarat, Haryana, Maharashtra, - 
Punjab and Tamilnadu ^Jamiru & Kashmir anlNagalanl eTcseied the 
per capita outlay enormously but are treatg'i as speci-al areas). 
Jhu,s_..exceDt Assam,) all other 6 states in In iia:;w'rilch h ave hp.pr| 
saaniflcallv . consi dered as . backward :bY.,the PI aniiiD..£,__Cammissir,n 

have a per .capita outlay in the State....s.ec.tor.An__th_a_.gau:rth._Plan 

Mhi sh_,i.s less th an .. th e . aver as e o f all S_t.ate s^ 

Thirdly, the total investment by Central Government, State 
Government, institutional fin,ance & private parties which in the 
aggregate analysis is the major instrument for balanced regional 
development, has not tended to correct to any significant extent 
the existing -regional imbalance. 

In respect of location of a few'central sector projects, 
an attempt was male to ieclie on tiie" location on the basis of 
certain , areas treated as- backward purely on an ad-hoc basis. 

But there has been no attempt at appropriate policy recongillia- 
tion on an aggregative' scale between the tschnoligglcal factors, 

■the regional demands and the .growth, , as far as central Investments 
are concerned. In fact in the matter of provision of certain 
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services flowing out of tise location of .central sector projects 
such as the. heiveli Lingni te' Corporation, Hiakranangal Project etc, 
the services such as. power were male available to the States which 
are alreaiy aivantageously placed and no attempt to make tiaese 
services av.ailable to comparatively backward States was made. 

Itius, in spite of professions to ■ tia a contrary due to considerations 
of static approach and comparative advantage and partly due to '' 
so'cio- poll ti cal' considerations states fa.yourably placed have 
, tended 'to derive the . adv.antage of not only the physical location 
■of th <3 central investments tut also the services emanating from 
them.v even where i ■: was possible (.though in a few cases) to 
disperse the availability 0 f , these ssrvi.ces. .In any case, it is ; 
- a moo tp 0 in t whether the total central investments have tended to I 
give w.eightage. in favour of backward, states. 

In regard to tiie state plan outlay, studies ha. 'e indicated 
that tile per capita plan outlay in backward states does not show i 
any appreciable increasing trend in the past. Even in IV Plan 
it is found that ttiere is no correlation at .all between per capita 
State Plan outlays .and p.-rcapita incomes in the State. 'Ihus,din 
reality no weight.age is biilt in as far as State plan outl.ays 
are concerned in favour' of backward areas, xis far as the State 
resources positir^n is concerned, this is under stian j able bat it is 
■fco be expected that at least the central assistance should be 
able to make good the sitiiation. Tnls has obviously not happened- 
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lUG to a numbor of factors. Tbe most importfant ni them are 

first the accumulated lo an- 11 abilities to some backv/ard states 

■ ' ' 

due to the mode of central assistance in the past upto th',i io^ipth 
Plan and the oar weight age .given te the backward areas in ths 
Central asis stance whi ch is ' as low as only 10 p-er cent of the 
total central as sis t -an c a which have to be idistribited among 
Various backward states. 


In regard to institutional finances, it is rale v, ant to note 
that the total amount of insti t'atlon.al fin^ances nas been rapidly 

increasing. It is with the re.alisation of tills that institutions 
have been nationalised in the. recent pest, Howev<5r, the dlstrl- 
bition of the advances as betv;een different states does not in 
any way reflect the necessary oollcy orientation. In fact the 
figures of bank credit during the years 1968 .^?in d 1969 compared to 
the deposits show that the three- fairly advanced States Viz., 
Tamilnadu, West Bengal and Maharashtra had sabst,anti .ally greater 
share of credit compared t.:> their deposits. The bank deposits 
in these t'rse states represent about 40 to 45?S of the total 
deposits in th-e country while the firsdit in, these throe States 
am'^unts to 60 to 65^ of the total credit in the country. This ha 
to be viewed against the backgr iml that the hlghlsvel of 
derr'sits in these stat-es by thems-'lves represent a high level of 
economic activity sand by maintaining _ the nation, al dep^ sit- cr-'-lit 
ratio, these states are not deprived of their lagitimato share 
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of saving. The importot point is that the weigh tags that is 
sought to be given in t'^ms of. central assist.ance to the States 
i s' more th,an off set by the Savings that are being sucked in by 
the advanced states through ttie institutional finance mschaii^. 

: In regard to private investments it is' necessarily a func- 
tion of the investible capacity which is reflected by the levbls 
of income and .also the oppoTtuhi ties & r investment. Naturall^^,^ 
both tbsse factors ope-rate to the- advantage of ■ already a ivahced-' 
States, '■ i 

: IMSTBUMB'iTS OF REGIONAL DEVELOPMail POLICY 

The aggregate analysi's in, terms of total investment is ' 
only one part of the story. From ah ope ration ,al angle it would 
be useful' to identify the, spscifl G instruments of- region.al' 
development. For the -sake'. of :convenien-ce it is proposed to- 
present the Instruments which have 'particular relevance to ; the 
industrial' development, in the regional, context it should 
however be conceded that the instruments of public policy 
to war ,1s tile., regional bal,?nce are broadly the same for every type 
of 'economic, activity including" industries. Secondly, no. policy' 
.of attempting: to, bring about regional balance in terms of 
Industries woul i succeei unless the other c^mpllmen’tariti^a 
are also t alien into, account. .. . 
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One of toe cruel fiells of intervention would bs toe 
public investments in inrrastructur?a development ,ani creati.D.-^^ 
of overheads which ’wouli bring about basic change^ in comparativa- 
eost- advantages. .This , form of intervention is spGci.ally 
imoortant in developing •3C''>nomi'^s with a Colonial past and 
consequent' economic du.ali sm. Unfortunately, no quantitative 
techniques to gui le investments in this regard 
av.ailable and the oopular benefit- cost criteri^vn xa subject to 


serious limitations. The second field could be a set of fiscal 
and institutional measures providin.g ’differential advantages^ 
thsss measures may include discriminatory measures by pubLic 
enterprises in important fields and, direct intervention. This 
sat of measures may either ba toe ’’pull type*’ or the '’push type” 
or comtlinatlon of the two. In other words, they may be 
measures eith-er to attract abtlvitiGS by Incentives or ilscourag® 
or stop expansion of activities in certain areas. The effecti- 
veness and toe economic implications of .these meabures have to 
be analysed only in toe given context, ensuring cogniz-ance of 
.iyn.amic element. It may, however, be emphasised th.at with 
rapi-i advances in technology, toe fixity of activities to 
natur-al ros-iurces i s dscr’Oasing in importance as loc.ation of 
activities irrespective of resource endow-ent is increasing.. 

This economic real! ty orn vi deb a greater latitude to toe Govern- 
ment to bring about regional bal-snce in' consonance with the 
national productivity criterion. ' Lastly,' toe possibility of 
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encouraging migration, is ys^t another field though the sraccess 
of this policy would deoend on the level of social orgahlsati n 
and prevailing tradition 'of labour mo bill ty. ' ' 

■More soeciftcally in the c-ntext of Regional Industrial 
Balance the following instruments could be readily identified; 

a) direct investments, by the Government in terms of 
Infrastructure especially Transport, Communications, Power and 
Water, 

b) actual location of the industrial activity itself by 
the Government in terms of Central sector or State Projects; 

c) location of 'the joint ven tares; ' 

d) the policies of .romotlonal undertakings such as 
industrial Development Corporation etc., 

a) locational policy of industrial estates; 

f) Pollcit's offln.anclal institutioris-financial ,in.- 

centives in terms of lower r.ate of interest, longer period of 
ammortisation, longer period of repayment, insistence of lesser 

mar, gin etc., • 

g) fiscal incentives in terms of exemptions from Income.^tax 

Excise duty, Sales tax etc. • _ 

h) discriminatory policy by basic service ,3nterprises such 
as discriminatory tariff for Power, discriminatory tarrlf for 
movement ovuo nailw,ays, discriminatory pricing for basic commodi- 
ties in tbs PubLic Sector such as Stdel etc., 
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. i) diSQiiiuinatory exercise of powers of allowing quot-^s 
of controlled comnoli ti es, foreign exch,angs, acceptancs of' ' 
collaboration etc.-, . ' , 

j) utilisation of InJustries Davelopnent gni Regulation Act 
in terms of licensing with regard to the licensing of activities; 

k) facilities in terms of technological research, feasibility’ 
reports etc,, techni'oal know-how., 

l) facilities +b r Marketing - ny giving -priorities. 

Without going into the details, it might be mentionsd that 
a review is necessary of the extent to which each of the 
instruments affects the r'egional balance and t^^ what extent 
aioquate coordination has bc:cn ensured as between -different 
instruments. ' 

The very fact that till recently backward areas were not 
demarcated at all shows- that there has been no effort at 
coordinated approach towards, a policy of region, al bal.ance., 

Furthi=r, unless- ap;)ropri .ate linkag-ss as between -different 
activities are laid out in fairly great detail it is quite 
possible that this objective' of region, al bal.ance could not be 
■ achieved. Hence, at the time of .plan formulation' it seems it 
would be necessary, to ietail the regional, policy and stra-'^ties 
indicating the lo-cation.al. aspects of various activities, making 
■use of all the instruments, ^Lastly, where private enterprises 


ioes not come forwari to satisfy the requirements of total 
p ro lu c ti on th e pu hli c en terp ri se s shoul I au tom ati c all y go in to 
the concerned activity, 

Logic.ally it follow s that the locational policy of the 
activities .and use of all tiiese instruments must be deci ]ed as 
a matter of. national oolicy and any, effort at the use of 
instruments by different sub-national a,g0nciss such as State 
Government on their oxci would possibly distort the execution of*' 
the policy. It is, in this context, that competitive concession 
given by the various States becomes either unnecessarily profi- 
table to the particular industrialists or distorts tha locational 
imoli cations compared to what, i.s contemplated in the context of 
nation .al policy. . 

Therefore,"' the provision of facilities and incentivas by 
different States on a different criteria should be dispensed wi-th. 
A more r'egre’table feature is that the Government of India itself 
insists on provi'-^ion, of certain facilities such as provision of 
land etc. by the State Government as a p re- condition to the - 

loc.ati,on of activities. If the location is based on consi dera- 
tions ,of :.'ro iuqtlvity and the policy of region, bal.ance, the^e 
i.o no reason why a third constraint which is entirely unrelated 
to the basic policy issues viz. provision of free l-and should 
influence the location. This is particularly irrelevant when we 

( Continued on page ... 17 .,,. 


consider ttiot t±ie so- call ~d ' f acilltie s' in terms of lend and 
watl-r u snail y constitute 'a fracti n of a total cost of the 

' , ' "V... . f ■ 

project in most of tti a Central sector orojects, ^ 

Industries and he el on al Develoomen t ; 

4 better regional balance in terms of industrialization 
c.an occur primarily through the ap roprlate spread of investments 
in the field of industries. In other words, a limit to the 
capacity of spatial dispersion of industries is sat by the total 
quantum of investments in the field of industry and the general 
level of industrialisation that is occuring. There may 'be a few 
axcaptions as in the case of Bombay city where there m,ay be a 
shift of the existing units also to new places of location. 

By anl large, it is to be cones del that the capacity for spread 
of industrialisation is limited by the total quantum of invest- 
ments that take place- in industry. Out of a to t;al investment 
of Ks. ,22,635 crores during the Fourth . Five Year Plan investment 
in the field of industry (including village industry and Minerals) 
is estimated to be only ns. -6,C44 crores .( ^.7^) . 

Further, it is to be conceded that bal.anced industrial 
development is not an end in itself. The end pro .duct certainly 
is either por-ca ita income or more relevant consumption levels. 
If this is the objective this could be brought about by the 
development of non- Indus trial sector as well. At least at the 


present stage of development, it may, not be appropriate to think 
that in all cases the general rate of- growth; of a region is inter- 
linked wi th the rate of . industrialization iaU thin' the region.- 
So, a distinction has to be made between those, industries which 
necessarily aid other activities ; con tern plated within the area, 
such as agro based input or processing units etc. an i those that 
are unrelated such as electronics. The Regional industrial policy 

. ■ •• : r' 

should necessarily be dovetailed into the general strategies . 
contemplated for ■‘different re'gions. 

In respect of certain ara.as h ich have no con gniz able' ' 
strong ec'"nomic base in . torms of non- industrial activi ty,- such 
as Rayalaseema, the role of iniustries in connection of regional 
Imbalances bocomss crucial. Even here, the po s si bLe multiplier '■ 
and employment generation implications of "the industrial activity 
need to be studied. Farthsr, .there has been .an excessive ' ' 

emphasis on the r-ole of cenbr.3l, sector industrial pro jects- in 
bringing about rsgton.a]. bal.ance. In terms-of th-eir employment 
affect, for inst,ance, .a r-augh indication is tiiat the investment -■ 
employment (direct) ratio .is 5,l.akhs to one. ■ The -in'iirect effects 
are difficult to qu.an,tify. It seams that the role of central 
sec.tor indus'tri.al pro j -acts Would need to be stuiiei in a more 
0 bj active' manner .levoi d of ' emotion and for prestigious reasons. 



Issues ?- ' : . _ 

■ ■ .. ■■■ ■■ *', ,, ■ . ^ ^ , V" 

, It is' Glsar that thers are ?? numbsr of issues which have 
to he sorts i out, if irraaningful regional balances have to he 
attempted.- This review has tried to , point out ttiat there has 
been certain amount of aihocisni in this regard.. Certain of 
th a n 6 ar r el e v an t i s su e s r el a tin g to the pro hi em ar e summ ar i s e d 
helow. ■ ■ 

a) There i s need for a greater clarity in the expression 
of the regional development policy. Does the regi-.nal b-alance' 
as a goal m- an that the purchasing power of the peoole is 
increased uni fomly as far as possible? Does it mean that 
productive avocations should be made available to all? Is it 
that the development resources should , be distributed inversely 
in various oroportions to the existing l.evel of economic welfare 
Is it equalisin,: social services? Is it that the different 
regions would be allowed to progress in some measures aGcording 
to their own potentialities in the light of physical, human .arid 
institutional resources? Is it that regional balance is visu.aLi 
sad over a tim« span .and in the short rurn, imbalances are 
allowed? If so, what is the 'degree of imbalance allowed? 

With regard to the spatial order,' is it the policy to alio 
substantial dispersal of activities as implied in Community 
Development Progr, amines? Is it concentration of activities in a 


few nietrD;:Dlitan centres or is it what couli be termed'* 
concentrated lecentrali sation in- terms of aooropriate fanctional 
linkages? 

b) khat exactly is the concept of a region? From an 
opeinationsLl- angle .would it be the State or the districts? Or 
would It be realistic that the country is divided into various 
Gconomic regions and, the. plans, policies and strategies are ^ 
worked cut on this basis, and then disaggregated into various 
■acmini strati ve units with appropriate local fields left to 
tnese . agencies? what would , be the d'elatiye role of the nation.ai 
.and State, Government- s in this regard? Vliat. are the regional 
strategies for the various parts o'f the country? t 

c) In the conte:xt'of perspective plans what -should be 
-■?xpresse'd is not bnly^ the material balances as between different 
sectors hit .also the .spatial o.rganisation that is envis.a.ged, 

Ihi -3 necessarily' involves regionali sation of the national 

perspective. .,.’^ery .clearly such regionallsatiori helps on the 

one hand the- sub-.natlo,naI agenciss to pi ;an ■ wi -uh gre.ater knowledge 

en-abl as re- conciliation between the nation.ai optimum and 
, " d ■ ■ ... ' T 

suciational optimum and lastly it enables the dynamics of 
;~>p a ti al 0 r d e r , . t e chn i c ai. f ac to r s an i e co n o ini c e f f i ci en cy to h? 
.appro pri ately re- con ciled. 



d) Implicitly, the protlera i s to he approached in terais 
of totality: that is aggregate decisions in terms of inve^sh-ipn-t 
should, Gncompass not merely plan investments tut the investment 
policies of all the agencies, especially the financial institu- 
tions, in view, of their expanding role. How is tnis brought 
about? _ , 

Is not delin-eation of,, backward areas for a gener.al purpose 
a meaning less exercise? Vjhat is essential is . lelieneation of 
physical resource potential over, the territory of the country, 
identification of location, al possibilities, working out the 
functional linkages and the lecisions relating to the actaal 
loc.ation ensuring distribution of activities over the space 
as far as possible. In the process, it should be possible to 
assign productive roles to all the areas in the country. 

e) In ado sting such approach, the role of Indus triall- 

, sation is to be appreciated as being one of the means ani not 
as .an indepen lent objective in itself. It is undeniable that 
progressively in,3ustrialisation as an instrumGnt of regional 
b.a] ance would become more and more important. 

f) In operaticn.al. terms there is need to make effective 
use of all the instruments in a coordinate! way and care should 
be taken to ensure that the instruments do not work at cross 
purposes, l&th a number of, autonomous bri.dies in the field, 


» ^ f fp^P-al ptTOoture how coul 1 this ha done? 

in the context of leoeidi 

T • 5 -i-h o 1" Q n I't T* t' Q C t "bsl Sn C S 

g) lastly, It should ha realised tha a . - 

1 can never he realised ana 

in terms of any index is a gtia “ ^ ^ 

~ . __ J « 4-r-j \)Q CO n B 1-* d 

that ttie -whole regional developmsn po 


as a pi’s cess. 
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HEGiOiMi i T y MB HJ .Aj>iOE S 

Greater inter-i'egirnal 'and regional Oalsnce has been one of the 
long- teim objectives of planning. The Fourth fl;an recognises the problem of 
inter- regional or in'oer-State iiabalances as highly complex a,nd as one that 
redu.irS3j in additooi'- to specific neanares. multi-level coordinated efforts 
at Central, State aJxl district levels, ^ 

Inter-State la balerjcss 

2 . ■ ■■ ' 'Keeping in viovj the sources "and sectors fiom where differences in ; 

dOYelcpm'''nt arise , the Fourth ?1 tan id ent if icd three dire ctionsJ. measures : 

to be initiated by the Centre for rairej sing inter-State differences: 

I. -hJ-Io C ation ■"■f Centre) assistai'^cB; I 

Locrti-.:a of Gohlrel i roic c'-o- : and j 

3. Mjuotments in procedureo a3xl, policies of ifintnei al | 

end other inoti-lxitionc wiun a view to oncoureging private 
livvesiiaenf . ■ ' • I 

In crder to oiive effect 'to the policy of coriocting' inter-regional imbalaEJc? 

'Oiie: ca'iterion for alio cation of Central assist^ance to Stales wes modified 

by the Sati'onal development Gritcil so as to favour the relatively backward 

States -vhi'ii were idontified on the benis of s'rerage uer capita incomes,, 

K o:, h^ . ' , % 

for 1962-65, According to tho' new formula, ten per cent of Central 
assistance was set apart for States whose per c'spdta income we’s lower tb.an 
the national average. This hag i eihifrted Bihar; Kerala, M aihya Pradesh , 
Orissa, Ra.iasthon aid utt;ix Pr?ricsh. ,-jC,so the special rrcbl earns of the 
bolder States, in ad.dition to their backwaTUness iaeasu.red in terms of per 
cgfjita incomes, were separately reckoned in the allocation formula under 



vilich Assam, « anmu and Kashmir and Nagaland became entitled to a much 
larger share of Central assistance. Under the special pattern for 
Hill Areas, 90 per cent of Plan outlay on, hill areas in tiiree States’’' , 
vas agreed to be given as grant and dD per cent by way of loan. Similarly, 
a special pattern of assi, tance 50 per cent grant and 50 p ar cent loan 
in the proportional assistance for the hill rareas of U .P . , West Ben g,aL 
and Tamil Nadu, was simultaneously introduced to deal with the Problems 
of hill areas. Under the revised formula, assistance is no longer .tied 
to projiects; the States have flexibility in using ihe assistance for 
programmes that would benefit the backward areas. 

3. . Location of Central projects in uhe backward areas, subject to 

their teciino- economic feasibility and viability, was accepted e^ven before 

■f ■ ■' 

the commencement of the Fourth Plan. There is no change in this policy. 

In the Fourth Plan, 77 per cent of the total outlays has been provided 
for the backward States on investment in Central industrial projects. 
Follo\Ang the reconimendations in the reports of the working groups on 
Identification of Backward Areas and on Fiscal and Finencial Incentives 
for starting Industries in Backward Areas, other financial measures have 
been tdcen towards attracting private capit,al to the backward areas and 
for off-setting the locational disadvantages suffered by the backward 
areas. One such measures is a lo per cent subsidy for the location of 
private projects in backward areas liiose capital investment does not 
exceed Rs, 50 lakhs. Capital subsid y und er this sdaeme is available for 
two districts each in backward States end one district in oihers, Distric 
eligible for subsidy have been id errbifi d end given in Annexaie i. 


4, ii. adneiae of traBsport subsidy to attract industrit-jl enberprises 

into the 'back'waid' ard bolder St ates. c f « eehiu and Kashmir north- 

eastern States bas recently been introduced. Government nov meets 50 
per ©ent of the transport cost from (or to), the nearest rail-heed to 
(or from) the siteof industrial units. Subsidy is available far bringing 
in raw materials from outside the State and taking out finishoi products 


to other States: no subsidy is gvai-leble for internal movement of raw 


or finished goods. 




Intra-State Imabalances ' 

5. hbe removal of intra-St ate disparities is the responsibility 

of State Governments, -States have been urged to formulate integrated : 

programmes for accelerating the development of these Dackwaid areas so 
'that the gsp that exists between various areas in the States can be | 

narrowed down. The Planning Commission .asked the States to Identify their ^ 
backwaKi' areas on a rat ion /al basis and, prepare -integrated /development plans 
for such areas. To assist the States In these tasks > the Commission : 

prepared a set of indicators fbr identifying the oeckward areas and 
guidelines for the foimulation o f distrieb; plans which could be used, with; 
necessary modifications, by St ties in the formulation of plans ^-or 
backward areas or districts, . ^ 


5^ ■ The Commission has stressed the significant role o f lo cal plannin 

and urged State Governments to t ake up the formulation oi district plans, 
particularly for backward areas, on scientific lines. The district plans 
are expected to take into account nhe existing levels of development 
in various sectors ard in different parts of the district, the local 


problems and needs,, and potentialities of the districts arrived at 
from a study of the available resources. The plans would bring out 
overall sectoral sxA spatial recjiirements of the backward districv 
viiich would help in removing the inter-district disparities within 
a State. . , 

7. A list of backward areas identified by States is given in 

Annexure 2, Some States have also initiated action on the formula- 
tion of district plsns. ’tn’ork in three districts of Punjab, two in 
Haryana, four in Uttar P radesh ani one each in Gujarat, Bihar, Orissa, 
o suimu and Kashmir, Himadn al P rad esh and Mysore is in pic.gress. A 
regional plan for RayidLasetiaa, cx^nsisting of four fist riots , in Andhra 
Pradesh, has been prepared end submitted to the Rayolasetmia De</elopment 
Board., The preparation of an. integrated Plan for Telengana is in 
progress. In Maharashtra, Government, has decided to prepare plans 
for all districts, and work on the collection and analysis of data 
has been taken up. The Government of Tamil N,adu have issued guldelineg 
for Golloction of basic information fcr the .preparation of district 
.plans. Seven districts have been selected in M,3dhya Prf 3 desh for the 
fcnaulaticn of district plans. 

8. In pursuance of a deciEion of the National Development 

Council, 209 industriclly backward areas or districts h.cve been select 
by the States in . consult cxticn with the Commission for concessional 
fin.ince, ConcessioUcil .fin,ance in the form of lower rates .of interest 
and a longer amortisation .period for the repayment of leans is 
^available for starting .small and medium industrial enterprisevS in 


these industrially backyard areas. At present, these cnncessions 
are offered by the public sector financial ipstituticns. Industrially 
backv'ard districts selected for concessional finance hfsre been 
n.amed in Anneaire 3. : 


9. , Gov^'ernment set up a Rural Electrifi cat ion Goipo ration for 

advancing loans for financing ' electrificaticn pro jects on favourable 
tenr^s. These include lover scales of miniiDUEi returns ahd rates of ^ 
interest, and easier tersis of repayment. The Corporation has 
approved to 132 schemes, 52 in the backward o-iveas. 


10. The proposed Fourth Plan outlays and ejpendituxe in the 

first two years of the Plan for States which have specific, ally alloca- 
ted funds for the development of backward and special areas are shown 
.below: 

' ^ ^ — 

Fourth Plan 1969-70 1970-71 1971-7 2 

State outlay ' E^enditure ant icipetai Epp roved 

; e-menditure outliav . 


Assam (Hill Areas) 

3,200.00 

447.00 

6.a).00 

690 i 00 

Gujarat 

1, 255.00 

322,00 

269.00 

251,00 

o ammu and Kashmir 

• (si) L ad akh 

S00.40 

55.10 

91.10 

lib. 80 

( bj Border Blocks and 

Backward Areas 

200.00 

23.52 

30.00 

4b. 00 
,^00 

Meghalaya 

50.00 


8.00 

Tamil Kadu 

300.00 

35.00 . 

41.00 

40.00 

Uttar Pradesh _ „ 

(c) Eastern Districts 

21,955.00 

3,900.00 

6,220.00 

6 ,89U.0U 

(b) Bundelkhand ■■ 

5,40 2,00 

7 3D.50 

840.00 

ID 4.00 

( c) Uttar;3Miand 

230.00 

340.00 

470.00 

400.00 

(d) Other hill districts 

■ 4,500.00 

880.00 

1,030.00 

770.00 
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The emphasis as on _prcgraciDes of cc'EEiunic at ions, ■horticulture, 
electrification, water supply, health end education. ±n enahle 

i- 

speedier and integrated develcpaent of backward areas, special 
bodies hawe been set up in some States with varying responsibilities 
and functions. They are; 

Andhra Pradesh 1. Rayal as© em a Development 3c aid 

■ ■ 2. Tel egana Development Committee. 

Bihar 1. Development Authority for 

Chhcta Nagpur ard Santhal 
Parganas. 

Mahfirashtra 1. Marathawed a. Development Gorpcratim 

2. Development Gcrporation ofVidarbh 

3. Development Corporation of Kcnkan. 

4. VJ&stern M aharashtra Development 

■ Goiporation. 

Punj ab , . Bural .Devolopmert Boaid and Spe ci,dL 

Advisory Ccnrimitt ee. 

Uttar P red esh U.p, hill Dev elopmenb Boaid. 

'll. An en-slysis of the allocation of Central assistance during 

the Fourth Plan shows, that even under the revised fomula, per capita 
Central assistance to Bihar and Uttar Pr?:desh, whidi are the- two 
most backward States, raaains balcw the ^erage Oontral assistance 
to all States, The absence of a riiethcd by vhidn Central assists, nee 

, f 

can be linked with tlie levels of d-evelopment and sectoral requirements 
is a problem th,at needs fuller exsainaticn. Two steps that have 
been initiated in the Gommission are (i) anelysis of the spatial 



distribution of eccjnciiiic activities and inf rj^^tructur el services as 
a prelude to f rnulsting: spatial strategics at different levels of 
re^onsi-bilities eond decision making; and (ii) re- appraisal' of iiie 
Central assistance in the cv er all perspective of development. In 
^addition, the -siiole question of Gertre-State financial relationships 
is uiid er review in the Planning Gommissicn. : 

12. There are indfcications that only a few entrepreneurs hrve 

I 

approached the finr-jncial institutions fcr concessional finance, 
nct\d.thstarjding wide publicity given to the schone. However, it is 
too early to judge the effectiveness of these two schemes in attract- 
' ixig industry into backward areas-. Only six States have, e arm. arked 
separate outlays for the development of backward and specifiL problem 
areas. It is important for the States to recognis -3 that withcut 
special efforts, including allocation of separate funds, disparities 
between different areas will not oe eliminated, 

13, FT'^m the experience of the first two ye.’jrs of "the Fourth. 

Plan arid the indications for 1971-7,2, it can be stated that a 
systematic beginning in dealing with regional imbalances ii:-.ve been 
msde. As fcr the intra-St ate. disparities, the problem is net only 
of Plan-, finances but 'also of spedier flow of- -.resources from the 
fin.ancing institutions to entrepreneurs and rultiv atc-rs. The solution 
to this problem lies to a great a.xtent vithin the power of State 
Governments which' must pay greater atte'nticn 'to mcbllisatioix r f 
additonal resoui'ces, the financial viability cf their public secoi,..r 


8 


undertakings and strengthening of cc^operative and other institutions. 
Appropriate decisions -will have to be taken vitii the concurrence of V 
the Sational development Gcuncil for the allocation c f p roportionately 
greater resources to the 'veaker States and for more direct participation 
by 'the Central Government in the exploitation of local resources and 
development of infrastructural facilities... 

14. In the matter cf roE'^val of intranstate imbalances, only the 

State Gover-'nment are in a position tc tackle the problem since local 
planning has to be the main plank of any strategy for balanced spatial 
devei.opm.ent within a State. The process of planning stould be decentra- 
lised and priorities as well as sectoral proposals should be put forward 
at the district and regicncH levels to be later integrated into State 
P.lans, If this is to be done, there will have to be a basic reorientation 
of th s planning process and considerable strengthening of the planning 
machinury at the State, regional and district levaLs, Even at’ the 
level of the Central Government, the planiring process will h:.ve to be 
reoriented by providing a spatiil dimension tc the temporal and sectoral 
perspective and the operaticn.al'plans. As a oorcll.ary to the spatial 
approach to planning at the national and State levels, the polidLes 
with regard to the licensing of industrial activities, metropolitan 
development, alio cation of development resources, functioning of 
promotion,;^! find financing instituti-'ns , pirvisicn of incentives and even 
the pricing of essenti.jil raw materials, inputs and. products will hive 
to be carefully examined. 


15 . 


The CoEinission h-is iBitiated soiae action for ihe collection 
^and foPalysis of inforniation regocrding the level, trends and 
potentials cf developtietfc , of .various districts with the objective 
of evolving a spatial strategy.' for the ccrnitvj ss a vfeole. An Area 
Planning Unit has been set up to collect relevant inforaation fc r 
formulating strategics of development as well .as to assist States in 
the preparation of district pl.ans, especiclly for backward fireas. 
Steps are proposed to be tfjken to encourage States to initiate 
siinilsir exercises' at their own level and .rlso to build up the 
Eiuciiinery for multi-level planning. It is hoped that by the ecid of 
the Fourth PI ai these steps will provide a basis for introdu cing 
■appropriate measures into the Fifth Pl.-an for accuLerat id dev aLopm exit 
of backward areas fand correction of regioufl imbelances. 
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List of Industrially Beickward Districrb/Areas solt^cted t'? 
qufilify for the Central Subsidy of X) 'P'-^ cent on fixed 
capitriL investment by industries, (iis on October 5, 197 3) 




St ate 


1, Andh r a r r ed e sb 


2. ii.ssaEi 

3. Gujarat . 

4. Bihar 

5. Haryana 

6. Himachal ir'ralesh 
7 ■. <j anmu 1 K ashmi r 

8. Kerela 

9 . ri sdhya r' radesh 


3D. M-iiarashtra 

11. Mysore 

12. Megh-alaya 

13. Nagaland 

14. Orissa 

15. run jab 
Ra jasthen 
T'uiiil N:jdu 


16. 

17. 


18. h ttar r redesh 

19. West Beng,jl 


Pi stri ct/lreas 

2. iireas (One from RaysfLase-ana region 

(comprising 13 bl-'cks from the 
(districts of Ghittor (l Sleek) , 
(Ouddap-'Ji (7) , An^aritapur ( 3) and 
(Kurncol (2); tho ether from 
(Telegana region oomprisin.- 
( 16 Slocks from the districts of 
(Mcdak ( 1) ,Karimn,ag ar (4) Warangle 
((3) , Khans am (2), Wilgcnda (4) and 
(Mahbubn -igar (2) 

Go alp .or a and Mikir Hills 
t anchiaah alE 

Darbhoinga eind Bhagalpur 

Mohindergarh 

Kangra 

Srinagar 'Sc V, amuiu 

'^y 

(One comp rising 12 Blocks from 
' • • ( the districts o f Bilaspu r and. 

( Raipur (6 Blocks each) ard the 
(other of 10 Blocks frm the 
(districts of Dewas (2 Blocks) , 

( S he .1 a:pur ( 3 Blocks) , Fhigarh (2 Block:) 
( and Gun a ( 3 Ble cks) 

Ratnagiri 

Raichur 

United Kh.3si 6c J aintia Hills 1 Garc Kills 

Krhima and Mokokdiung 

■K al all and i :s.nd M ayur bh an j 

Heshiarpur 

jilwar*^ 

A unit are o of 10 Ttlukas fr^m the districts 
•of Raman athapuram ( 6 Taluk as), Madurai ( 1 Talui'" 
and Tiruliirapalli ( 3 Talukas) 

B alii a and Whan .si 
ruruiia 


I’k. 

Z -ri-reas 


^‘xroposals for another district under- cr'iisideration. 


UiUON TERBITOEIES 


1 . 

2 . 

3 . 

4 . 

5 . 

6 . 

7 . 


And au sD & i'l i co d ar I si and s ) 


D sd r a .and S a£ar,„ H aveli 
Lacnsdive, MinicjC'y and 
Aaindivi Islands 
B , ilj, F. it, 

Tripura 

Manipur 

Gca, Deaan .and' Diu 


) The entire Territcry 

) 

) 

) ■ ■ ■ 

) 


the area -within 


Entire district excluding 
tho munioipal limits of their Capitel 


1‘istric t 


»ria*kwgxd iare.’is as Identified bv State Governrc.ent ” 

T alaka/bl.C ’ ck 

1, a-Dcihra ir radesh 


(l07 Q, D,. Blocks in 14 Bistriots) 


1. Guntur 

1. T'adik' nda 

2. Rajup alaiB ' . 

3. r hi ran gipu ram 

4. Tyallur 

, 5. Korisepadu 

6. harsaracpet 
/ 

7. Kriiendla 

8. Gurasela • 

9. Mach aria ' ' 

10. r idugurilla 

11. Vimk-'.nda 

12. lupur 

2. i'Jellcre 

13. Vinjamur . 

14. Rspur 

15. Ka.nigiri 

16 . Velligardla 

17. Tarlapedu 

18. T.3llur 

3. Chittocr 

19. Thambulapr-illy 


4, Oudd ap ah 

20. Lakkireddipalli 

21. 5 anaalamaiugu 

5. iinanthepur 

22. o in g an iiaial 

2,3. Tadiputri 

24. Gccty 

25. Li rav akond a 

26 . Ghennakothapally 

27. Xalyandurg 

28. Kaffibedur 

29. Raydurg 

3D. Kankal 

31. Kisdiri ¥est 

6 . Eurnrr 1 

32. i-ido ni 

33. laia'iiganur 

34. jilur 

35. irathikcnda 

36. Dhone ■ 

37. dandikothur 

38. Narkspur 

39. RanaganapaU 

7. Mahaboc onag ar 

40. Rahabcobnagar 

41. V ad cherla 

42. Shiadnagar 

43. Kalwakurthy 

44. Aniangal 

45. BijsnepiiLly 

46. hagarktirnocl 

47. Kclahpur 

48. Gad wai 

49. xilavpur 

50 . M akthal 

51. utKiakur 

52. Kcdangjl. 

53. Kosgi 

8. Hyierab.sd 

54. I br ahi idp atn suit 

55. Chevella 

56. Tandur 

57. Vicarabad 

’ ■e. Medak’ : 

58. Cogipet 

59. i'atancheru : 

60. Zahirabad 

61, Narayankhed 
6.2. Siddipet 

10 . i'Jizssaabcd 

6 3. Bheeagal 

64, i4, id nodr 

65. Kamreedy 

66. Demkenda 


11. ildilabsd 

67. Milabsd 
■68. ^Boath 

69. Kiruial 

70. Khaappur 

71. ■ 

7 1. Mud hoi 

7 2. L axettipet 

7 3, iisifabad 

74, Ghinnur , 

75. Sirpur 

12. Karimnagar 

76. Gangadhara 

77. . Bheemsd&raTEpalli 

78. redd.spalli 

79. Sultanabad 

80. M-anthani 

81. MfahaJevpur 

82. Metappsli 

6 3. 5 ag ti al 

84. ¥ ariula\4ed a 
65. Sir cilia 

13. Warrfangal 

86. uhans^ur 

87. VJaidhanpet 

88. J angacn 

89. Krdakerdla 

90. Cheriy,9l 

91, Chitysl, 

9 2. Marripeda 

9 3. Gudur 

94. Eturnagarsni 

14. Malgonda 

95. Mungodo ' 

96. Suryaoet 

97. ’Magaresiii 

98. Rsmannapet 

99. Mqthkur 

JflO. iliryalaguda 

101. r sddavoora 

102. Devak^nda 

103. Chintapalli 

104. Hazurnagar 

105. Kedsd 

106. Kothagundam 

107. lell.andu 


'2, ASSjH ^i , . ] 

(^our hill district!:) 

1. Garo*.v. 

2. Unit ed' Kh as i and! antia^ 1 ■ 

3. United Mikir and Month 'Cadiar 

4. Mizo 

Besides, there are backward ^areas in plain distiicts 
which are pradoniinaistly inhaoitei by the Tribal popiilatlon, 
Sdiedulsd Castes ard other Backward Glasses. 

3. Biha r 

(Four distri cts) 

1. Sshai'sa 

2. Darbhanga 

3. Ghr,5mp3r;-in 

4. Mua af .Cartjur 


f Mow in Meghalaya 


-j I4i- 



4. Gun arat 

(56 Talukas in 14 Dietrictsj 


1. i-imreli 

■■ 1. KhaffiDha 

:• 2. 'Lilia 


2. Kutch 

3. Kh-sdir 

4. Khevda 

3 , Kail*a 

’*■ 5, Saiesiner 


4. SEn agar • 

6. K ’alyanpur 


5. ounagadh 

7.‘ Bhesjui 


6, Dsjags 

8. C'angs 


7, i cindi smell als 

9..^ amoughoda 

14. Lun awcd a 


10. 3halod 

15, Sheher 


11. Loht^i 

16. Santrampur 


''12. Devgadh Baria 

I7e Haxol 

* 

13. Limkhoda 


8,, ■' Banaska^tha ■ . 

18, Kankrej 

22. Dhanera 

■ rs ' 

19. Thargd 

23. Vav 


20. -Danta 

21. -Deedar 

24. Saut&lpur. 

9. Broach 

25 . u h ag ad i a 

29. Vclia 


26. Dai lop 3d a 

30. Sagbara 


27. haiiiei 

31. Kanset 


28. V agra 

■ b 

ID. Mehsaia 

32. Sami 


11. baroda 

33. Ghhota '-’depur 

36. iiaswsdi 


3S. 0 ambugara 

35, Tilakwaia 

37, Vaghodia 

12. Blusar 

38. Unibargaon 

40. Dharampur 


39. Chikhli 

41. barisda 

13 , S ab ar k anth a 

42. Khedbrahma 

45. H-alpur 


43. Bayai 

46. bieghraj 


44. Bhiloda 

47. VijayanagcJ? 

14. Surat 

48. Clpad 

53. Mandvi 


49. h chhal 

54. Vyara 


50, Sizar 

55. Valod 


51. hahuva 

■52. liangrol 

56. Scng.glh 


5. Harvapa 


All the districts are under-developei except Mohiid erg arh 
ahd t ind districts vhidi are reg aided as undeveloped areas, 

6. d aEgm & K ashmir 

Districts of Lsdakh. and blocks situated on the ceasefire line. 

7. K ertl L 

( 19 talukus in 3 districts) 


1. Gannajcore 

2. Kozhhikod e 

3. Alleppey ■ 


4. Trivandrum 

5. hottayam’ 

6. r alghat 

7 . Quilon 

8 . T ri chur 


1. Bastar 

2. Raigarh , ■ 

3. Surguja 

4. Miandla 

5 . w h abu £i 

6. Khar 

8. Kh argon e 
8. Biluspur 
■ 9. Sid hi 

10. Shahdoil 

11. Betul 


1. Ch:3rria 

2. Ieotm;:il 

3. X- arbhani 


1. Kasargode 

2. Hosdur 

5. Srned 

6, Timr 

.9, .Shcrt,allai 
10. Kuttancd 

12. Neiumangad 
14. Devi col d;! 

16. ronnani 

1$. karunagappally 

19. Chowghat 


8. yieanva r: 

( 22 districts) 


12. Chhindvara 

13. lanna 

14. Shivpuri 

15. Tikamgarh 

16 . Rais en 

17. Reua 

18. Raygafh 

19. Saoni 
'20, Gun a 

21. .Glrihatarpur 

22. Shegapur 


9. M dh yirashti 
(6 districts) 

4. Bhir 

5. Sand ed 

6. Osmanaoad 

10. Mysore 
(One district) 


3. Talipaxamba __ 

4. No rth ¥yn ai 

7, South Wjmad 

8. Quilandy 

11. Karthigappally 


13. Chirayinkil 
15. UdumhiVichola 
17 . £ . rinth almann a 


1. Bid ar 


16 


11. iH find 


Ko area has been identified as backwejd as the entire 
State is regtrded as backward . 

.... ■ ■ 

12. Qxi.s.sa 
(Three districts) 

1. K{a,shnn<ii 3, ihulbani 

2. Bol iangir . . ■ 


13. j'un.lab 

( Ji£ii!lrei.dlst rict of Hnship-rpm- -nd faw 
seleotgr are as in 10 District s) 

1. Mritsar (i) Bet -^r.eas of the Sutlej 

( ii) .irea falling between Saqoi nullah and 
river Ravi in Ajn-.la Tebsil. 

( iii) 154 flood affected villag'es in latti, 
Tiaruntaran und Ajm-ha I'ehsils. 


2. uUllundur 

3. Ferozepur 

4. Ludhiana 

5. Hoshiaipur 

6. Ropar 

7. Guid,aspur 


8, Bhatind a 

9. Kapurth'-la 


. Bet .areas, of the Sutlej 

(i) Bet areas of the Sutlej 

( ii) Nathana Sub~tehsil. 

Bet areas of the Sutlej. 


(i) Sub-moutaln. /areas ■ 

( ii) Bet area* of Giaankaur Sahib. 

(iii) Sub-mountain areas in Kh.-rar Tehsil. 

(iv) Naraing aril Teh sil. 

(i) Bet;are.as 'within the jurisdiction of 

polioo station Kainan. 

(iij rath-.jnkot tehsil excluding areas included, 

/ . i^i^icip alities of i athankcitj Sujimpur. 

( iii) A]?eas between Kir an hr-Hrh and Ravi river, 

(iv) 38 flood affected villages in Guidaspur 
and Bat/ila Ttiisils, 

Mans a Tehsil. 

Bet areas ije. the entire area of 
Bholath circle and the ihole area of 
Kapurthai a district towards the West of 
Kurtarpur, Kapurth/in, Lcdmndi old 
Ro.ji and Bedwi-ndi BlLl hew Ferozepur i^.id. 


13. Sarigmr . Sunam Sub-Tehsil. , . 

Hi tati'ila (i) Sub-Tdisil of Sa^ntaia 

(ii) Areas covered by f dice Stations Lai 
. , and Deara Bassi of Rajpura T disil. 

1‘i. Ra.i asth sn 


No area has yet been identified by the State as backward. 
15. T;3ail Nadu 
( 31 Tslukag in 8 Districts) 


1. North Arcot 

1. Tirup athcir 

2. Dharaj^uri 

2. Hosur 

3, Krishnagair 

4, Harar 

5. Dhaimapuri 

3, Sal an 

6. Sankari 

7. Tiruchengode 

8. Nanaichal. 

4. Coimbatore 

:9. hharapuram 

ID. lailadam 

11. AViiHfishi 

5. Tirol chin ^ alii 

12. lerambaLur 

13. tdeyaip. daysmi 

14. Karar 

15. Kdathur 

16 . Alangud i 

17. TirQBayam. 

6 . Mudurai 

1 18. Dindigul 

19 . 1 d ani 

20. Tirumnngalam 

7. Ramanath^uram 

21. Tiruvadanai 

22. iar&m;ikali 

23; Reancinathapuram 
24. Mudukal athur 
■ . 25, Aruppukkottai 

26. Sdtur 



8. i'iranelireli 




27. Sankarankoli 

28. Kolipatti 

29. kanguneri 

30. Tiruchendur 

31. SriTaiiaiiitan 


16. Uttar krsdesh 
( 27 Districts) 


Eas tern Distri ct s 

1. All ail ab ad. 

2. Mlrzepjur 

3. Varanasi 

4. C s3J.nfJur 

5. i ratapgarh 
0 . Sultanpur 

7. Faiz ab ai 

8. Gha'^ipur 

9. Sallia 

10. Aaacigarh 

11. Dear! a 

12. Gorakhpur 

13. Gond a 

14. Basti 

15 „ Bahraich 

Bu rdel k han Region 

16. Jalaun 

17. 3 bans i 

18. Hsauirpur 

19. Banda 


Hil l District 


20, Daini Ta3. 

21, iilnio ra 

22, Tehri Garhval 

23, C-arhwal 

24, Gh embli 

25, Uttarkashi 

26, ritheragarh 

27, Dehra Dun 



S, rurlia 

^^I’Je&ling (excluding Siliguri Sub-Division) 

3, Sunderbaais 

4, Bankura lab ^ 


“5l9j~ AJMEURS - 3 

List of Industrially Backward Districts selected to qualify fo’ 
concessional fin rjice from the financial institutionE as on 
uugust 5, 197 1) . 


States 


1. .andhra 1 rtsiesh 


2, Assam 


3. Bihar 


4. Gujarat' 


5. Haryana 


6 , Hima chal r rade sh 


7 . o aiamu & Kasrmr 


8, KaraL 


9 . Hadhya rr alesh 


10 , M ■'•;h ar asht r a 


11. Meghalaya 


,3, Mysore 


Distric ts 

Nalgonda, Medak, Mahbubnagar, Karimnagsr, 
Warangal, Ehammam, Chittor, iin-iitf^pur, 

Kurnool, Hizamabad } Srikakulsir^, Ouddapeh> 
Nell'.re and Ongole, 

Goalpara, Gaciiarj i'^owgong, Lamrupj Mikir 
Hills and Mizo Hills District.. 

Saathel r arganas, Bhagalpur, i- alsmau 
Ghaiiparan, Surani, Darbhanga, Purnea, Musaifa:.-- 
pur and S lahrs a. 

-Panehmah"?ls j Kutch, jumreli, Broach, 

' Sab ark an th a, Banask-ntha, Bhaynagar, 

Mehsana, Surrendernagar, caad dunagadh. 

Mohind ergarh, Hissar and wind. 

Ghsmba, Kinnsar , Kangra, Ivulu and Lshaul 
and Spiti. 

Srinagar, Anantnag, B^arsmula, ammu, K;a,t,h:aa, 
Udhiiipur, Dcda, Lcdakh, -ioonch and Rajouxi. 

■ i'sll-eppey, Triyandium, Gannanore, Trichur 
and i-dapuram. 

Bfistar, MSindla, Surgiaja, Ssoni, dnabua, 
Bdiaghst ) Bilaspur, aidhi, B-etul, RiijgOim, 
Raipur, Dhar, Tiksnigarh, Raignrh, Kh.'.rgor.e, 
Shaj apur , Shivpuri, Ghind wars, Re\-ja, ^ 

P jannis; -Usvas, Miandsaur, Ohhatarpur, Guxiu, 
Datia, Morena, Vidisha, Darsimh''ix\r, . Rais&n, 
Hoshangabtd, D&mch, Bhind and Sagar. 

Bhir, Osmanabad, Bhajndara, Ratnagiri, Aurou'” 
lacitmad.,. Chanda, Dhulia, Buldhcna, H-anded , 
P^arbhani, o algae n and Col aba. 

Both the districts of United Khasi and 
w arntia Hills and Uaro Hills, 

Beigaum, Bidar, Bijapur , Dharwar, Guibartj,a. 
'-9-S^san,'#'y6b^re;,iHc?:rth 
South Kan nr a and Tuiakur. 


■; Zii- 




13. i'^ag:,sland 

14. Orissa 

15. rUDjaD 

16. Rajasthari ' 

17. Tarail Nadu 

18 . U ttar r rad esh 


19. West Bengal. 


1. iiridaiaan-i 

iord i'iicob,.r I si cads 


Kchinia, Mokokdiung =,nd Tuans ;jng. 

Bol.angir, Mayurbh rii, Ihenk .:Ur.:.l, KalLlianc-; 
cciLasore, Koenihar, Ko r.£5jut rxid rhulbhan>;'''' 

Xiosniaipurj x^hctinda, Ouidaspur and Sangrur 

«.'?3lora, BfXiSvara, Bungaipurj Nageur, Ghuru 
- >awar, Tonkj^Udaipur, 3 cahpur, G hunjhunu ^ ’ 
Sikan.^ Sironi, Blailwara, G hslwarj J aisalner 
and Barrier.- ' ^ 

South' Arcot, Thiruchirapalli, Mudural, 
^cJidiiath apu rsD j Kranyakumarij North Arorjt 
Th-iaj avur und Bhartaapuri. ' ’ 

Almora, Azangarh, BEdioraich, Bex/da, Balli-. 
B.odoun,^ Gh.amoli, Fatahpur, Garhw.lL, Ghazipur . 
^^i-airpur, haidoi, riliphit,’ 3 slain, J aunpur " 
a^haisi, M::iir>pur, x' itho rag arh, 1 rat -ipg aria, 

Rae Sultnrprar, T.±ri Garhwsl, 'Unrino; 

3.,sti, Buliandshdiar, 
. ^t 'xi, ntaw^, Fciizabsd , Gond a, Niathura, 

X arrukh ab;xj , Nlci' ad .bad , Shcdij-h.'-xrDur and 
Georia. a' 

irurulia, B.ankura, Maidtinpur, Darjeeling 
MaLda, Gooch Bih..:,r, W.est Dinajpur -and ’ 
Niurshidaoed . 

PNION TERRI TO KTl'fi 

■ •s'/ 

A 


2. Ch jjdig 

3. I) ad rate Nagar H.,.vfcli 

4. Delhi 

5. Goa, Danan & Diu 


j Entire area, 
nil 

'l AEntire Ara.a 
nil 

■ Entire, area 


B „ ii a cc r,^ XV e ^ xiid i v e oc w in i qq y 

7. M ..Dipur 

8, ne:";i •' • • 


T h td i r ih • a 0 i t ed I si 'cixd s ^ 


i C 


'ndi cherry 


iD-x Tripura 


Entire ar,.,a 
Entirfe area 
Entire area 
Entire rrea 
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The Role of Financial Institutions 
in correcting regional iiribalances 
by 

iie serve Bank of India 


Since iniepondence a number of' institutions h;ive 
hoen sat up, both at the all-India level and at State 
level , tc' provide finance for development , industrial and 
ocTTOcnDtural. 'These, include the Inias trial Finance Cgrpo- 
ration and the Industrial ^Development Bank of India among 
all-India institutions, rand State Financi.al Corporati»..;ns 
all v/ith -a statutory- charter in the States ail c-f wnlch 

are intended to help industrial dGVolopra.ont. In the 

agricultural sector,- the netw-'-Tk of cooperatives which 
have, been drawing heavily on the 'Reserve Bank of India fox 
the resources thev need, .and- whlcb, cut f-^r theii o-wn 
financial and organisational we.aknesses, c. ■'.ill have di.-a’^vn 
even more heavily, have been ■ drawing heavily on the Reserve 
Bank of India for the resour-ce-s. they need-, ma which, Out for 
their own financial and organ! sati^nal weaKneBses, c-ould 

have drawn -^^ven more heavily have been suoplemented by 

Land' Mortgag-e Banks ^at' the State Level and 'th. 'Agricultural 

-hhr-i 1 -.Tn'li T OVel tv,^ "}rovidG 
Refinance Corporation ai TO'- an-, -bn --b a 

^ 1 . -I ^ ^ 1 i c 1 * ’In. Ovi'ui j, t i O' n « tliO' 

resources for •levelopnenL..-.pX ^ ^ 

Life Insurance Corporati-on, . although not a developmental 

agency, has been a major source-..Q'f finance, not onl> f-ji 

industrial and agricultural development but ais^ f'..m 

strengthening the infrastinjcturp, including power anl 


- 2 - 


iill the Institu t?Lons functioning et the national 
level have alwavs trial to be liberal w!ien they have had 
cipi.ilicatiuns f'-r financial assistance for orojects from 
the leas developed parts of the countrv, relaxing their 

normal standards as far as possible. ■ Hevertheless , it 
cannot be claimed that vo, have succeeded in mahing a 
signlficfint impact on the problem of regional imbalances 
in .iavelcoment,; The question which this nauer considers 
is what coula and shm:ila be done in this sphere and how 

the financial institutions c..uld: plav a more effective role 
in mitigating regional imbalances eind clis^jarities.' 


A,;.. 


The Problem 

Let us first trv t.j analvse the nature of the problem 
and its underlying causes. ‘Ihese disparities are the nroduct 
both of natural and historical factors. In a countrv of the 
so-ze and the range of climatic variations like ours, it is 
Inevitabla that the avallabilitv of vatar, the fertility 
of the soil, the existence of mineral deposits and the 
densltv of population var^^ frora area to area. ' As a result 
some areas are naturally rlvher than others. Tbx^se ' 
^^disparities can be modified by human effort. However, ' 
undex foreign rule there ^^;■as ro conscj.ous effort in this 
direction. The naln field of economic activity which was 
considered iroportant In British days was the making 
available of certain raw materials, ' agricultural or mineral, 


from India to moot the reqiilramants of British industry. 

and 

The ports through which the ' exports took' ol ace ,/ through 
which incidentally British goods were' imported into India, 
Naturally became the focal points of such development as. 
took, place. The communication system was '.conceived with 
the main purpose of serving the exioort and import sectors 
of the economy linking them to the port towns. 


In the post-independent developmental effort there 
has been greater concern over regional disparities. Some 
progress in redressing them has no doubt been achieved, 
perhaps more than is commonly realised. Yet it would 
perhaps be true to say that the areas which v/ere already 
developed have made greater rjrog.ress than the areas X'fhich 
were relatively backward. One reason for this 3.s that 


industries naturally go tc .areas which have certain basic 
facilitio-s, such as power and' tr.ansport.: The under standabls 
emphasis on industrialisation to' .diversify our ecohomv and to 
reduce its excessive reliance on agriculture ihevit.ably meant 
most development took place in ars-as Milch, relatively 
speaking,' were already Industrialised and doveloced, p.articu- 
laiiy the port towns. 


The role of cridit in. the development process is 
a sGcondanr one. It provides fin.ance for nro.iects .and 
nrogrammes only after they have been initi-avOd • ihe pattern 
of financial assistance from the developmental j.nstitutions 


has follo¥3i tha pattarn of Ip. an 3 trial dayolcpmant viPich 
xvpis . faking place. ■ As a result, the State Financial Co rnora- 
t.Lcns in States in which industrial neveloppient was slack 
did less of financing -even though they had equal, if not 
•preferential access tc refinancing frcn institutions like 
the I.D.B.I. Furthermore, v/ithin the State their leniing 
was mors in the developed parts of the State than in the 
less davelope.J, parts. In respect of all-India institutions 
given to the point of relaxing some of th-o-ir standards to 
applications froTn less developed areas - for the simple r 
reason that even applications for assistance from such 
areas have bean exceedingly few. 




The Prorr amrn e 


If this vicious circle is, to be br clean, v/e Fhould 
in the hour th Plan take some spscla.l Tneasures to acclerate 
the development of the areas which .are backward. In such 
a programme, cle.ariy the financl-al institutions must play 
their cart, but equally action on other fr.nts will have 
to be taken if success, is to b-. achieved. In the • following 
luaragranhs an atter-pit has been maie to refer t.: some of the 
general measures tnat mav be conducive tc- this c :.,sk. -ui i. cisr 
to the special steps v/hich the ■ fln-anclal institutions 


should take towards this end. 


1= Identification of Backward Areas ' 
within State s; 

■'-fhe f irst thing to do would ha to identify the 
areas to which .special attention has to be given. Ill 
too often our thinking gets confused by talking of 
■ backward States and by equatln.;? backwardness Vvd-th lack 
of industries. In actual fact, in every State there are 
areas wl'ich are prosperous and ar3as which are, poor,, 
Purthermore, a State like Punjab, alt’nou.gh inuch loss 
industrialised, is f.ar mora prosperous than a Stats like 
Bengal as the per capita incomes show. An attempt to deal 
with the problem in terms of the levels of industriali sauiL-n 
in different States creates unnecessary inter. State jealou- 
sies and rivalries p.-irticularl^^ when the .location - 1 f , a majoi 
public-' sector plant is to be considora l, even .though' when 
■such a plant' does get allocated to a p rUcular = St.ate it 
often gets located in .an already prospercus part of it rather 
th'an in any of its backward areas. It 'wv-uld be much bettui 
to focus attentii n O'n districts rather than otoitss t-^'r this 
purpose. The financial institutions them,S''ilve3 cannot 
exorcise this judgement and a selection, has t'-- Oc; inade 
perhaps by the Planning Commission in C'jnsultation with 
the States, 


^ 2 Pro Vi si ..i n of :.Basic Faci .li t^^fsi. 'o , 

■ Since any pro'gramme , of 'dovelo'pment , whether agricul- 
■'tuy:a;ldbM?da-Ai''St.fial:':,d;;do;b:§d;^ 
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in the pi":, vi sion cf cert pin basic facilities 
that in r:asp3ct of the selecte i ar aas a''::'r.:’P'ri 'jce orogramnes 
shcula fini ,a plac.e in the State plans. Things like 
olucaticn, health ana transport \*ich not only nake a contri- 
bution to development but .also create a feeling of well-bein.^ 
have necessarily to be looked after by budgetary pn -:vi si ins. 
However, in the following fielis financial in stituti- ns can 
play a p .rt. 


(a) Irrigation . 

It will perhaps be true say th3.t th^t rno,3t acute - 
shortage in most of the pfvsrty strihran areas i:3 thab of 
water_, Areas which are affictod Ip- frequent dr.Aights h.aVQ 
tO' be helped by appropr.iate irrigortion oregrames. In fin an-, 
- clng minor irrigatio^n projects si'ch as individuals or groups 
of individuals can take in h.ari l. the land mortgo.g3 banks 
sh'.uld nla^^ a m.ajor part with refinance siurpi-oort from the 
o vOAgrlcultiiral Refinance Corporation, 

pppo : ' (b) Pgw 0 r i ■ 

The pro .gramme of ri..iral electri ficatl-on ho.3 already/ 
ioade a major contribution in certodn arjas. Th- L.I.C, has 
bcon helping filectricitv Boards sub st anti .ally. v/ith the 
comfortable supply p'>slti-^n '.f poxArar In m.-my States, only 
the transmission lines are needed to 'carrv poAver in many 
States, only th? tr msmissicn lines are needed tc carry 



nower t-. areas wlaere they can make th:^ imaxirmirn contribaticn 
to clevolcpTnent. The magnitude' of the r os. iirces neeaed tor 
this purpose is too large financial institutions t.. he . 

in a positio:n to make anything but a marginal contrihu'cicn. 
d^n inhibiting factor is that most of the State Electricity 

■Rooi'ils hav.-j not yet 'made thamselyes viable uni ts le spj-t^ 

reccinm3ndati..ns of'the Venk at araman Committee. My credit 

operation cannot but look to the viaoility .-j- th>.. 

in the sense of the borrower being able to repay the loan 

out of the earnings resulting fromjMat the loan finances. 

3 .' Agri O'' ^ ti.i r al De 

The financial institutions should play a major part ^ 

■ ■ -1 . J- n rpTN-pr) *y0 yi. tl-iO 

in helping prcgramss calculau.M 

' . . ■ a. ■ n-;^v:.a ' •■p,or'+*-*i " 1 1 qGrs as well 

land by supplv on credi>. 01 inpUbS i-iv^ 

P .u.,T -1,0 'V' 5 H'ls such as tubawells. Such 
as equipmenc oi varl^-US A^n-^o bt. 

scheraes are already m operati-ii. 

In bhe past the main ernohasis of .imanca' i-x 
farmer has bean .n making use of the ccoporatiye system. 

This has hM the drawback that in -the St-.tes Mere the 


coo.pQratiye raovament is weaKj proeresb Uao ba.-.i 

urouosal to. establish at the- State io^rei aa 

C--H-rati...n t- help agriculture where tno c ruae- 

T T . v> ‘"‘in n "P 1"' 0 1 . n S .1. 1 bi i? G ‘w 1- n x,- 
iriachinir^T- is- weat-c hus h--'>n ^ 

a long time, , Early steps t-.; impl-i-a 


called for. 


avon in States wTiere tha c':oaer atlve svstan is w 


a 


e are in any weaknesses, Ssistenee a, high 
n r o r, o r t i o n f o ve r in e 1 o an s 1 i in i t s . th o 


dovelopoh, than. 


whi ch the He serve Banl 


0 am run D af ere 'lit 

Bank can miake available t^.' tneiT', It is 

ial efforts 




essential f-r State Sovernments t'...make 
to imnrove recoveries in the cooperative soco. r. 


4. I hiiistrial Develcomon t. 

In each State areas, v/hich deserve seed al attsRtl.;n 
hut which have the. basic, req'oisites ■ f-.r itne settj-ng up of 
industries should be salectel with srecioil care. In 
resnoct of these nominated and defineoo areas a oolicy '..;f 


concessional treatment C-.uld will 


oe ad .3 vise a in which the 


financial institutions CyuH play a meanindlul reloi 

Perhaps the. quickest results can oe ..hCitinoi by 
aiming, at the est^* li dment ..f small scal.i industries in 
these areas* 'Ihioy offer raaioirnun w-iowortunity t..' locaiy 
talents and by making a start in the Du,il .iin.' up ."u a tra 
ned lab-ur forc-e provi.io op'O-Ctunitie s for me .ium an 
large-scale in.iustries t... c-me in als'., dhe _ne ?ri.a,1'::r 
ineucement which h ps been found to bo effectiye in this 
respect is the settin.;' upi ■■f in..ustrio.i esu'ices, ihe 
L.I.C, has been hJlpln,? in this. liven a .p,..:)d inaustriiJ 
estate, the faclllti-es av.ailable to therkfr m the b.anking 
system x^iith the guarantee scheme 'operatea ny tne Reserve 
Bank and with refin.-5nc8 facilities from I.D. B.i. sneuld 


raal^e 1*; possible for men, 'of -relatio^ely small means to 
enter in the fiel-i. 

In respect of medium and large- scfii.3 l.ndustries it 
still happens to be true that the ad^nantages tc them of 
being located in already indTistrialised areas and in the 
metropolitan centres outwei ojh such disadvanta.ges as they 
have on cost considerations particularly as' in most 
industries the wages to be paid are nearly ''iS high in 
backward areas as they are in the well-developed ones, xis 
a rule it is only industries for whom proximitY to rav/ 
materials is an important factor which find it ai,-vantage- 
ous to locate themselves awav from'theoalraady industria- 
lised areas. Concessions to tilt the balance in favour of 
the backwai-',! areas may therefore have to be m,ade on more . 
than, one front if a major impact has to be made. ■ fhe 
possible fields of concession are: 


(a) glSCilL : 

■ . .J'l.ist as priority industries have been given special 

tax concessions, it should be- possiblo to considier whether 
industries located in the daslgnated, districts ci.juid not 
be given some similar concessions -or addiiti.onai concessions. 

(b) PROCdPU'RAL : 

■Some r -el ax at jams from the- requirements 'Of obtaining 
a licence under the Industries x^ct.have been .discussed from 
time to time. The criteria .discussed have been size of 'the 



’\ 


lnc,.us&rv or the extent of their derandonre on f oxchan^. 

It is V7crth G.jRsiderin7 wheth^ir svacial exenpti.-ns from 
Inan s trie s Act licansini -procedures canno g he /an ue 
iri- ‘U strl 3 s locate d in these Uj.sericts* Ounei -s in . 

iich concessions cou?t.d be piven g\o:u 1’,- he in resoect of 
certriin reQod^eriients ox Gompani/* hau* Gcijjited issue G-^nwr^d* 
Specific suggestions 'are not being made, but,' if the aogrcach 
is accepted, the departments concerned coi-ld doubtless 
formulate nrorosals. 


Wi' 


(c) FIMCI.i L ■ 

Once the principle of such cuncessi-nal treatment has 
been officj.allv accentod, finst-ncial ins cituti'-ns Coul i a Lee 
devise special terms f r their loans to iniustrios located 
in these areas. These cculd include a somewhat lower rate 
of interest or a linger moratorium before debt repayment 
starts. 

To sum up, in order t.-- hoive the maximum impact on 
the problem of regional imbalances during the F urtn llve- 
Year Plan a concerted approach is called for in wnicn there 
should be ,a selection of the aroos on, which attenti'-n has 
- to be focussea and a determination of the kin.l '.'f isyelo]“^m.ent 
prograome to be unoer ta'-en in .oach of them - whether agri- 
cul tu ral 0 r in lu s t ri al . 

■ ;6:W :e brb^ahi:sn:tlonofof iCredlbXvFacilitiesy 

It is conceivaole that because the yari u s financing 



institoti-ns locatja in tha more developed parts of 

the ■ccuntrvp the links between them and areas le-ss 
developed admit 'of improvainent, ilbsence' of close and 
continuing co'mmunication mightpitseli ha'/.-j- oo^n a ndn iic.4.. 

One of . the positive steps therefcra prcncsed by I. D.B.I.anu 

AoR-G. to extend their activities further is to strong oien 
ti'iei'r o'wn regional net vrork. Tha. s wou.lu help t-- L.ap^-'v 

accessibilitv of local- financing agancie as well as of ^ 

' local enterprise to central financial' resources. The I. D. b„I. 

‘■'also proposes to expand ita technical staff to enaoie a 

qiJlokor I, recessing o-f applications and appraisal of projacts. 

- - -aar -posY-* Ri nahco CcriJO'* 

dquall:dit 'would D3 nocessHiU' ^ 

t 4ir. ri '""t tu '-Tis ‘il to ha VO BXi t>h»^ir 

rations, ana simil'Or j.noUxr^ 

T -tv- 1 -o ■ p " n' i n i V'^V'111 a.i Dori‘0'i'ri..n;5- fijin. 

- staff porsonriel- wiiu 

' ■ o . .VOS si hi' Vi tv 'sf evolving .simplifiad , ■ ^ 

... these" agenciGgS. ■ iBe- .. 

. >1 1 -h - dh"s o f s-iririH anl Tri'Geiiuiii'- 

Ttsocadures to deal /WCLtn appij-Ca‘-.i..-faiu ii en. . x , 

. ' S . .p., --m' -i --tt; in 'the mofussil ar ois also needs to 

sized in-austr .taxi ^ ^ ^ 

■ ’' ,-p n-o'^ , dr the W'^ dene sees from State 

be exploreu, une ai-. -v- -3- ■ - , 

I.V., +■ 4-1-, -re- p> nm of executive 

-ti.". •(“•* O'")*] ;• t dip L3 oiirh * ,..x-X 

. Financial CorporaC-'-n-^ .i?:) . 

bolon?-^ to administrative cadres and are iiaol-e ,x-.aa^n . 


transfers in the -exigencies 


the service to which they 


■Ps-long with Xtrreent tc the Interests cf the financial 

institutions* 

1 . • ■■1 ■ ' -,-4 rhf't hjtWGGn thO’ 

.-.orihhhar wsaKnoss which cxioub 

a,:rel,nlstrmiva machinery emr , the ,-lovern.r-snt .nenartBenV, na 
the one hanl„-an4 the financial Instituti-ens -an the oXer 


ther- is inaisquats appraciation. of ,3ach othar' s point . 
of viaw. It might ba usaful tO’ organise, seminars in ivtiich 

financial institutions as well as , St.ota executive concarned 

. .. ’ / 

wi th oigri cultural o.or Inolustrlal dovelc-' ■■-■.■..rticip'ite. 

' as regards the cjmraercial bankin.g .system it is now 
recognisooi thot the mere o.:iT*^s9nce o-n a goographicolly wide 
bcvsls of credit institutions Woul...: itself co,n:stitut3 a spur 
to economic activitv, v'jhlle the specialised financing a.gencles 
for aoricultur.e an i in.'iustr-r w._Ail.i ccntinu.3 to have a mag or 
part to plav, the banking svstem is also being organised in 
su ch a manner that accessibility to its son/ices doesdiot 
become a bottleneck, 

xlpart from .expanding the br.anch n.:twork 5 banks <^ould 
slay a role in qualit.ative terms in evening out re.gional 
imbalances. Iha strvjss ■-■n a greater invol'mement by b,anl-cs 
in the fields of oogri cultural fin.ance ani cr-elit t.'; small 
inolus'cry o/ould help to broaden the gee .graohlcal r.an.ge of the 
o]-:erations. Ih .2 Nati .n.al Credit Council 't its recent meeting 
has set out .guidelines fcii’ banks in respect ..f ogricultural 
fuid small in-lustrial credi.t in the coming yrar. ITie t;..;rgets 
in these two arias that have been indic.ated are related t'' 
the present or.ganis .itic.^nal structure l. f the banks. The 
problem of organisational changes necessary so as t-.e 
enable the implementation: of the objectives of S'--:.cinl control 
is also bein.g looked into, .■ 


In short, all credit institutions must he opsratecl 
in such a uanner as to heir the fulfilment of Plan urio- 
rities and targets. The forraulition of a pcsitiva 
arogramma for correcting regional imbalances must have 
the fillest support of all financial instltuti-,n.s thuu^h 
the role of each will have to he definei in terns of its 
a3icl oriontati-^'* 
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IN Ddiu''ii.4.S'I'i*i, HSTjiTH 
DHLHI 


PLiiNNING COMMISSION 

IimSTRlAL'I-ICfiNSING POLICY IN RELATION 

TO REGIQNiiL DiilVALOPMENT. ^ 

At the last meeting of the WDG Gommittee of State 
Chi of Ministers held on July 11 >aucl 12, 1968 it was decided 
that a special meeting of the NDC Committee should be called 
to consider the question of imhalah.ces as between the States 
in the^ light of the resolution of National Integration Council, 
This note deals with the impact of inlistrial licensing pclicy 
on the location .and development of industricis in diiferent 
;s of the country. 


2 . / The essential gindelines and fr8riew:rk for industrial 

growth anl development are laid in the Industrial Policy 

Re 3 o?uUtion dated the 30th April, 1956. The main cbiectives 

■of the Resolution ares , ^ ' '■ 

(i) to accelerate the rate of^economic growth, uo 

speed up industrialization anvi in p:rrtlcular tj ueyelop 
haav:/ industries and nmchin^^ 

(ii) to regulate Industrial development in. accordance 

with the plan priorities", 

Ciil) to reduce dispafities in income and wialbli and 
to prevent jirivate moncpolies? 

(iv) to promote th.e development of industries in the 
small scale sector and to .ensure that the. decentralized 
sector acquires sufficient /vitality to befc self-^ipnorting? 


( v) ' 'to apsiiro progr'ossiva ral'uction of •iis’;' ori ties 
in levels of develoDnent batwean different O0oi,:ns5 

(vi) fosterin-i cf tachnological fir- i econoroic 

imp rove iBOints in in ustries by ensuring units of acor. opic 
improvements in ineu stria s -by ensuring units of ec-.no 
sizes ani adopting mo-aern procassas. 


i 

f 

'■ V 


o 


Jith a view to acbieve these ob.j active the in-Justries 


were classlflei in three ca'cejsoriess inuusuricss ir 


n cateio.r 


ory 


'A' ware to be developed in the State sector, these under 
category 'B* ry the combinea efforts of t'he State and private 
sector and the rem,alning to be left for development by the 
private sector. It was, however, eriipha si sed that th-ere wr.uld 
be no rigidity between public and privste sectors. This has 
actually been the practice in imjDl-amentation also. 

4. The princinal instrimnent of in-oistrial banning 

through which the above ubjvijctives are s-..iight t„ be achieved 
is the Industries C IXiveloprnent an.; Regulation) xlct, which has 
been in force since 1952. The folio 'win.g c .it-ego-ries of cases 
require licences under the various nrovisi-ons of the above 

pActy-d:;'!'-' 1 . . . ' ^ ■ , ■ o- f ddp . p"^:^ 

(a) New under takin.gs relating to the industries 
m.ontio»nGd in the schedul-e of the -c^-ct provided they have 
fixed assets .of net less than Rs,25 lakhs in value. 
Originally this limit was dis.io lakhs ana from January, 1964 
this- has been raised to Rs» 25 lakhs. 
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Cb) Exi sting .■lindei; takings which propose to effect 
substa.ntial expansion as defined in the same Act, 

(c) The manufacture of new articles as defined in the Aab# 

(d) Carrying on the business cf existing undertakings whi oh 
for one reason or anothji* had not so far been registered, or 
licensed under the let. 

(e) Shifting of existing undertakings from one location to 

another. ' ' ■ ' 

The Schedule given in the Act is very ■comprehonsl voe and 
covers a long list of industries. Some of these have recently 
been dalicensad and, therefore, do not have to secure licenses 
under the Act. Ministrv of Industrial Development bring out a 
list every six months (now annually) containing details of 
the industries in respect of which applications for licences 
may ordinarily be re;] ected ’without reference to the , Licensing 
Committee. Simultaneously another list is brought out of 
Industries for which applications are to be considered on 

merits. 

5^ ' The applications for industrial licences are examined 

keeping in view the plan targets and the capacities already 
installed and the above mentioned objectives of the desulutien- 
Thus, the 'claims of backward regions are also kept in view 

while considering ^ the ..applications for licences and other 
things being equal, location in .such areas is preferred. The 




pro grass, progranirries and. production targats c.f a numbar 
of industries in th.^ private sector are exa’o'.inod from tiriio'''- 
to time with a view to S3Ciiring tha location of units on 
nenal boisis. In certain industries like cotton textiles, 
power loornsrs etc. which can be orieinallv developed specia,! 

. ot.ate-x<ri se alio catiuns have bovjn made by the Governmert „ 
policy followed regarding the licensing of new units in the 
sugar inciustr.y has assisted developtnenfc in the uoninsulo. 

There has been widespread dif.fusion in a v/lde range of 
other cGnsuiner goods and processing industries such as 
bicycles, sewing mochines, electrical m. Iters, radio receivors, 
paper, cement etc. The dispersal of industry is also achieved 
in asmuch -is theie is .a oannec list^ cf industries for which 
no licences are given and v/hich are left to be developed in 
the small-scale sector which by its very nature is dispersed 
in the country. 


6. - There are, however two major limitations mioh have 

to be taken into account in , considering the rode :jf the licensing 
policy in the context of the regi.^nal development ojid dispt.rsal 
of industries. The first limitation arises from broad techno- 
economic considerations which' are often paramoi.i.nt in t:i;s 
locational decisions of industrial units. Thus, th .3 


a\’'ai lability of raw materials, Infrastructure facilities 
metrket considerations will b.s decisive factors in enter- 
preneurial decisions in the . private " sector -^^n nropos^ler, 
wnich are brought before the 'Licensing, Committee. To the 


and 
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extent these considerations, are relevant, it would not be 
possible to bring about an equal distribution ci diilferent 
industries in various States, Natural Gndo\Afments''in a 
particular- State may attract the development of an Industry 
in a more concentrated form in that State, u-hi.le for some 
other, industries certain other States may provide greater advan 
tages. It. is only with respect to such of the industries for 
which • locational considerations are not par tici’larly important 
that some measure of dlspers.al throu.gh the licensing mechanism 
can be secured. As . already indicated above, this, has been 
attempted wherever possible. The seccmd lmport.ant limitation 
is the nature of the powers, which are ossantially negative, 
provided in the Licensing iict. Thus, the Government can 
refuse to give ,a licence for a particular industry on ' the 
•grounds of location, but it has no powers to compel any 
industrial entrepreneur to set up .an industry in a particular 
place, ' This essential limitation vrhich' leave s considerable 
freedom for the location of industries to the violation of the 
nrivate sector will have to bo kept in view in the discussion 
on' -the rol'S of the licensing policy in bringing .about regional 
dispersal of, industries. As stated later in this note it is 
onljr through the creation of an appropriate climate and 
conditions in which private entrepreneurs is attracted to 
backward ragi..jns can a m.ajor Impact on the r-e..?ir'n.al dispersal 
of industries be secured. 
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7. A detailed analysis of the industrial development, 

since the introduction of the Industries ( Developmant & 
iiagulation) act :n a State-v/ise basis is extremely difficult 


on account of the naucity of data on 


-ioble and comparable 


basis on the investments made, employmant provided ate, by tha 
industrial units that have bean sat up since 1952, Information 


readilT avail abla iS' confine; 


t'.. the number of iniu 


licences issued frora 1852 to 1967, o. statement sho-vring the 
State-wise and yvoarlv distri button of licences issued under 
the Industrie's (Developrasnt ol Regulation) act during this 
period is enclcsed as ii.nna:ou,re I. The number of licences 
issued is by itself not an adequate indication of the 
progress since the nature of industries, the extent to wbiich 
licences have actu. ally been implemented, the actual 
investments made^ and other siirdlar information would .also 
be needed for a mt re careful analysis.. In the absence of 
these data okhe information contained in Anneicire I gives 
the broad trend over the last 16 years. In terms of the 


number of licences issued, Mkharashtra, viest Bengal, Madras 
. and Giijarat account for almost 60 per cant of the total 
number”, the remaining 40 per cent are dispersed in 
-particularly all the States. 'The share of som.,; of th-s 
comparatively less developed States have gone up sllghtl 3?'5 
for example, Rajasthan get about 2,1 per cent of the total 
number of licences issu.ed during . 1858-67 as compared to 1.5 
per cent in 1952-57. Similarly,. Bihar got about 5.3 per cent 
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In 1958-67 as compared to 4..2 per c ett in 1952-57. 

8. viihile it has not been possible to make a thorough 

analysis of the effect of licensing over the entire period 
of 1952 to 1967, the broad conclusions reached by 
Prof.Hazari, who was appointed by the Planning Comraissicn 
in July, 1966, to' conduct a study of licensing, ma3^ be 
briefly mentioned as an indicator of the trend of the recent 
developments during the period 1959-66. For this period. 
Professor Hazari has made a rough estimate of approved 
'investments cn a State-vj-ise basis in torms of schemes approved 
by tho licensing Comnitt;,o. The data used by Professor 
Hazari are subjected to a number of limitations but are 
sufficient to give the broad' trendo The statement at rinnexure 
II indicates the a-ooroved lnv3'Stm.ents during 1959-66 in 
different Staves as indicated In the Hazari Report. It 
would be seen from this table that the bulk of the a-' -'roved 
Investrnenta during the above period has been In Maharashtra, 
Mest Bengal', Madras, Httar - Pradesh, Bihar,' Madhyi Pradesh, 
•^iiidhra Pradesh and Gujarat in that order, xvlth Maharashtra 
on the top, 'Ibout 46 p-er cent of the approved investment was 
in the three States of Maharashtra, infest 'Bengal -and Madras, 


9, ihinexare III gives the Stave-wise breai:-up of investmop, 

for new undertakings, substantial expansions and new articles, 
‘The share' of Maharashtra, ifest Bengal and Gujarat in substan- 
tial expansions and new ai’ticles is larger than in new 
und-er takings. The less ' advanced -States have secured a Ini-ger 



share 0 -f -DS'W un-'Or takings. The approved Investment for. ne'jf;' 
iindertaliings in west, Bengal during 1959 to 1966 was .Is, 100 
crores only, against Rs. 170 crorss in Maharashtra, ls,12S 
crores in Madras, Rs.ll7 croros in Bih.ar, Rs.ll6 crores in 
Madhya Pradesh , Hs,83 crores In Uttar ?aadesh,Rs. 66 croros 
in j^hridhra Pradesh, Rs. 64 crores in Rajasthan, Professor 


a], so 

c a:mG to 

the conclusion 

th:at the inv 

estn 

lent 

of 

ed foreign h 

,ou s o 3 a;.a s , r e s t r i 

. cte l to the 

old 

?re 

sidency 

yJ'3' S 'ts 

Bengal , 

Madras, Assam., 

M n.h G. (l sli 1 G 

and 

Bih 

.ar. 


Intem-atlonal comhinas disp3rs.5d their investment a little 
r/ioro widely but In their case too the’ old Presidencv areas 
were predominant, xinother signific.ant concliislcn arrived 
at by Professor Hazarl Is that there is a declin.ing trend 
in the anp.ro ved' investment in industrialised States like 
Maharashtra aiud West Bengal , for exampi.e , the shaje -.af 
Maharashtra in the tot.al approved investment fell from 27 
per cent in 1853 to 17 per cent in 1664-66 (June). On th.j ■ 
other hand the share of Madras .and .Bihar has arisen slgjii- 
fic.autl’/ from 8 ana 6 per cent r.e.specti \?’3ly in 1959 to 14 .and 
12 per cent respectively in 1964-66 (June ) . 


10. AS alrvi.ady inilcated the role o.f the industrial 
licensing system in the di3oer3.al of ind.u,sT;rv has h";;..3n r.ather 
limited. The Act does not empower the Government to farce .an 
industrial entraDreneur' to set: up incrastry in ampoar'bicular State 


or place. xiS balanced regional development is one of tba 
lEiportant objectives of pi, aimed development, it is essential 
that industries are attracted to the backward regions. For 
th a. t purpose it is necessary that the raiuireti facllxtio,^ ohtuld 
be made available in those areas xfhich would inauce tne 

industrialists to set up industries there. Two iraport.ant 

proi;r,ammes have been initiated from the Tnira Jive Year Plan 
period in this connection. One is the establishment of 
industrial areas wherein all the Infra-structural fonilities 
required for industrial devalopment are provided, imothor 
measure is the promotional activities of the Industrial 
Development Corporations which have recently been set up in 
most of the States. These two measures coupled with the 
Government policy of locating public sector enterprises in 

relatively under-developed areas subj ect to tochiio-econcmic 

t-', to renter dispersal of 

considerations are liKel/ to ' 

industry over a period of time. 



Industries- -(DeVi&- Reg. ) Act . 

1961 

Statement of licences issued . ~ 

u3tate 

1952 

to 

195f’ 

1958 

1959 

I960 

1961 

Andaman & Nieobar ■ : 

2. ' 

■ , 1 ' 




Andhra 

77 

15 

31 

- 45 

- 48 

Assam 

■ 18 

. 7 3 

14 

25 

■"12 

Bihar 

91 

' 16 

■■ 19 

' 53 

••40 

Delhi 

56 

■ 12 

• 44 

■ 45 

23 

Goa 



. ^ 

- 

- 

Gujarat 

^^173 

59 

■ 99 

: 129 

’ 131 

Haryana 



■ V. 

•• iMiy 


HimaC'hal Pradesh 


- 

^■■2 


- 

Jaram^ & Kashmir 


- 

- 

I-* 


Kerala 

m 

-9 16 

" ' 24 

140 

■. 6C 

Laccadive -V 




. y ■ 

• 

Madhya Pradesh 

56- 

s': ■" 

'■'12 

' ■ ' 40 

■‘34'‘' 


ANNEXURE I 
St-ite-iijise 


196.3 1964 


'ct yl 







13 



CGont ’d) 
States 






2 



Madras 

282 

72 

Maharashtra 

504 

224 

Manipur 

- 

- 

Mysore 

84 

13 

Nag a l.and 

- 

- 

NBFA 

- 

- 

Orissa 

41 

11 

Pondicherry 



rtxjab 

161 

37. 

Rajasthan 

32 


Tripura ■ 



Tittar Pradesh 

172 

,42 

West Bengal 

379 

122 


142 

148 

105 

74 

80 

382. 

506 

424 

275 

246 

- 

- 

- 

“ 

1 

34 

73 

39 

36 

26 

— 

«... 

— 

— 




1 


- 

10 

16 

12 

19 

11 

- 

- 

1 

2 

- 

94 . 

131 

■82 

68 

67 

10. 

30 

29 

32 

21 

- 

- 

_ 

- 

1 

-68 

134 

104 

49 

50 

217 

309 

209 

184 

1q9 



. 1964 ■ 

1965 

■ 19S6 ■ 

1967 

Total-' 

/ 

144 

55 

30 

17 

1149 


183 

127 

112 

101 

2S84 


. 1 

- 

- 

..... 

■O' 


34 

20 

14 

7 

380 


- 


- 


- 


- 

_ 

- 


1 


10 

5 

6 

2 

143 


a 

7 



14 


43 

25 

19 

■ ‘X 

731 


8 

14 

10 

10 

203 


1 

X 

“ 

- 

- 

o 


40 . 

47 

29 

13 

748 


161 

65 

50 

48 

E 54 



415 292 11268 


761 527 
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Approvals ** by States 

1959 -June •1966 

(Percentages) 


Starts 


1959 

1960 1061 

1962 ^ 

' :i963 

1964 

1965 : 

1966 

To'tal ' 

Grand Total 

No 

100.00 

100 a 00 100.00 

100.00 

noon 

100 . 0 "! 

, l.'io.oo 

10 :.^ • *")'") 

j.OOcOO 

A , 

Investment 

100.00 

100 V 00. ].00,v00 

•ICO .00 

•■100.00 

100c 00 

100,00 

IOO.CjO 

100,00 

And hr 'a 

No ' ■ 

' 2.29 

3 '.06' 3.,79^ 

2 .76 

% 

3,37 

4^r46 

2 : IS 

3.00 

" ^ " '' '■ ■ 

Investment 

• 2»64 

4-, 89, 6.70- 

9.13 

:■ 5 , 13 

3 i:. 6 2 

. 3.06 

7, 73 

5,40 

Assaja- 

No 

''lcl4 

1.60 1c6.3- 

0.64 

0;;59 

, . - OcOO 

, ■ OcOO 

0.00 

n QO 

'J ft *,,1 £j' 


■Investment 

0..47 

la 76 5 , 66 

2,20 

• 0.23 

n, 

, . 0.00 

0.00 

1,27 

Bihar 

.No 

■ 1.86 

2 .77 2 a 84 ■ 

4.03 

- 4.10 

2.62 

5 a 13 

2,. 81 

3.19 


investment 

5c94 

3*44 2,11 

4,57 

6,39 

9,42 

3.7 , 10 

1 c 97 

7.52 

Delhiv ' 

No 

• 5.73 

5.83 2.36 

2 a 54 

' 0.39 

2.06 

1.12 

4.23 

: 2,-10 


Investmxent 

•2.62 

8.. 27 0.75 

0.78 

O.ll. 

, ,0.71 

0c34 

, 1.05 

2,09 

Jammu & Kashmir No 

■ 0.00 

O'. 00 0.00. 

0.00 

' A CTQ. 
v « OO 

.1,37 

■ : 0.00 

3160 

1::, . 0.10 


Investment 

<0,00 

:0*.00 0.00. 

. 0000 

^ .1: 0, 34 

1 0-C7 : 

■, o.'.^o 

■o.';oo 

o,:o6 

.Gujarat 

.No 

’ o tf 0 j_ 

5=., 83' lOaSS 

8 a 70 

V 7,22 

. 8,24.., 

8.03 

■ 9.15: 

l'li^7..45: 


Investment 

2.66 

:2c55 . 8.24 : 

2.95 

> • 5,23 

n c;,4. . 

■ J ^ Ih*# '-I. 

„ • 4 . 72 : 

7.C-: 

4.95 

' I' * Pradesh 

No 

'l.60 

■ '3.20 2.65 

' .. 'a 05 

4, 90^ 

1.30 

: " ■ G c'ss : ' 

^01,41 



Invastmant 

10 .. 12 

■: '1.30 ;01.31. 

13156: 

18-67 

8:129: 

5.39 

.: :::0:.48 

7' J 20;: 

Kerala 

No 

2„15 

2.04 : 3 a EG. 

: ■ 2.55: 

: :/2ai5 

0.91 

2.23 

2.11 

2, If 


Investment 

2 c 09 

' . 0;c54' £c97)-: 

: 2157 

' A ' ' ' - 

■' i - 

• ^2,22: 

: . :40 ,81 , 

1' 'J.. 

...Lf 

!■:' , ..-I' ’ 
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1959 

I960 

1961 

1962 

1963 

1964 

1965 

1960 

lot^il 

Madras 

'Eo 

7.74 

8.18 

7.11 

8,70 

7.42 

8.43 

9 .60 

, 9.15 

H . 1- ■ 


•Investment 

7.86 


12.40 

6.09 

6.57 •' 

13 , 75 

f ■', i-n 

41 " ‘3 

'VX X # -- 

1".'' . 14 

Maharashtra 

Ho ' 

36.37 

31.39 

32.46 

31.42 

3 1 . U 5 

32.77 

26.73 

33.1:.' 

31.3'' 


Investment 

23,5? 

20,36. 

29,97 

28,88 

15,77 

18.51 

.10,51 

, 12,2^ 

J., f : ^ ^ 

Mysore 

Ho 

5*01 

2.63 

2.84 

3.02 

3.71 

3.56 

3.57 

' oo 

-“X » ill 

3.0G 


Invest'::,ent 

7,70 

4,01 

2,61 

1,44 

6.53 

6,58 

■ 4.96 

-.A 

4.72 

Orissa 

No 

0.72 


0,24 

2.76 

^ 1.37 . 

1.69 

y at nt U 

1.41 

i.l'" 


Investment 

1,00 

0,75^ 

0.07 

6,85 

1,80 

' 3.75 

1,45 

X ♦ ‘"4: *.J 

f • Z J 

Pun j ab , Haryana No 

5.16 

5.55 

6.16 

. 7.22 

■ 8.40 

7.87 

1 J ,49 

V • tj'il 

7 . '8 

and Himachal 

Investment 

2,45 

4.16 

5,04 

2.09 . 

6.71 

5.47 

O ..0 

w « .(Ci-'h 

o ^ 

■:.36 

Raj as than 

No 

1.00 

, 1.02 

3.55 

2.34 

1.17 

1.12 

2.-- 

■ 

. ,, 

«i4n« 


Investment 

0.33 

0,74 

2.51 

1.52 

1.10 

1,27 

14, 9'-: 


q on; 

U,P 

No 

3,87 

6.42 

4.27 

4.26 

3.91 

5.81 

‘•O' A'XiOl 

3.65 

tl 07 

«t ii* i 


Investment 

11.08 

18.32 

4.82 

,.2.70 

6,93 

4.18 

' 5, no 

3., 19 

0 ■ ./■: 

i .« 

West Bengal 

Mo 

21.35 

20.86 

15.40 

14.01 

19,53 

17.79 

13.17 

18.31 

17 


Investment 

19,42 

20,76 

14,49 

14,68 

11,20 

13,05 

9 • 24 

13.73 

14.53 

Other 

No 

0,00 

. 0.15 

0.24 

0.21 

0.73 

0.56 

0,67 

O.'O'’ 

0,33 


Investment 

0.00 

0.08 

0.26 

0.00 

1.36 

0.34 

0,33 

A ^'0 

-4 « -O' -■ 

0,36 


** Excluding those for which investment data are not available. 
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APPROVALS BY S ' fATES AID TYPES 
1959- Jwe 19667. 


% 


NIT 


■CAmounts In crores') 


3S 


NA 


State 

NiMber 

data 

available 

fo 

Investment 

% 

Nrimber 
data 
avail abe 

% Investment 

^ Number 
data 

available 

% Investment % 

Sr and Total 

1827 

100’.00 

1133 

100.00 

1153 

100. 00| 

575 

100 .t)0 

932 

100.00 

237 

100.00 

•indhra 

64 

3.50 

,66 

. 5.83 

29 

2.52^ 

32 

5.57 

28 

3.00 

6 

2.53 

iissam. 

25 

1.36 

24 

2.12 

5 

0.43 

Neg 

■ '9.00 

2 

0.21 

1 . 

0.42 

Bihar 

70 

66 

3.84 

. 117 

10.33 

38 

3.30 

20 

3.48 

17 

1.82 

9 

3.80 

velhl 

0.61 

34 

5.00 

30 

2.60 

4 

■ 0.70 

30 

3.22 

3 

1.27 

Aawnn & Kashmir 

1 

0.05 

neg ■ 

0.00 

■3 

0.26 

1 

■ '0.17 


0.00 


0.00 

Sujarat 

140 

7.66 

. 49 

4.32 

78 

6.76 

31 

6.39 

74 

7.94 

17 

7,17 

jCerala 

47 

2.57 

32 

2.82 

26 

2.25 

11 

1.91 

, 12 . 

1.29 

2 

0.84 

,:Iadh 7 a Pradesh 

77 

.4.21 

116 

10.24 

21 

1.82 

.15 

■2,61 

12 

1.29 

10 

4.22 

fadras 

170 

■ 9.30 

128 

11.30- 

91 

7.89 

50 

8.69 

59 

6.33 

19 

8.02 

laharashra 

501 

27.44 

171 

15.10 

402 

34.87 

l7l 

29.74 

345 

37,03 

74 

31,22 

Hysore 

51 

2.79 

49 ' ■ . 

1.32 

63 

5.48 

35 

6.09 

29 

3.11 

8 ■ 

3.38 

arissa 

32 

1.75 

44 

3.88 

8 

0.69 

1 

0..17 

6 

0.64 

:3 

1,27 

kimlab Haryana and 
rimachal Pradesh 

157 

8.59. 

64 

. 5.65 

40 

3.47 

9 

1.56 

78 ■ 

8.37 

12 

.5.-06 

\i3asthan 

444 

2c41 

53 - 

4.67^ 

■ 8 

. .0.69 

. 5 

■ 0.87 

11 

■ 1.18 

5 

2; 11 

|tfcar Pradesh 

121 

6.62 

83 . 

7.33 

45 

. 3.90 

56 

9.7'i 

40 

4.29 

16 

6, 75 

Jest Hengal 

252 

13.81 

100 . 

8, 83 

263 

22.81 

130 

22.61 

188 

20.17 

52 

21.94 

|th6r 

9 

0.49 

3 

0.26 

3 

0.26 

4 

0, 70 

1 

0.12 

neg 

o.-oo 


N‘U^ 

SE 

NA 
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Background Papar 


ON 

'■Rj.OiGNAL_ imbalances - THE PROBLEMS 
(with special rofcie nee tc 
March 3(&:4, 1972. 


.ND POLIGIE, 
Industries) 


'THE OPERATIONS OP x^INaICI iiL 


INSTI 


ITTIONS" 


Conference Hall 

INDIAN INSTI DJTE OF PUBLIC ADMINISTRxxTION 

indr;.pr.xStha estate 

New Delhi. 



1 


PLANNING COMMISSION 

® ° - : 'Jh '3 oiierations of Financial Institutions . 

otatemincs .1 to III giva the 3 tatav/is 3 classifica- 
tion of sanctions and di sbursaments of financial assistance 
by I.D.B.I. „ I.jI.C, and. o. P, G’ s. Statement IV'.gj.;V3.s the 
financial assistance sanctioned by A.R. and StateTnen't V 
shows the loans given btr Reserve Bank of India to the 
cooperative sector during 19 6i- 64 and 1967-68. 

Industrial Lsvelopment Bank of India 

■§, The Industrial Development Bank of India was setup 

in Ju.lv 1964 as -an apex ^institution 'to coordinate the 
activities of other financial. Institutions including banks. 
Since its establi shm:. 3 nt.^ it has been providing ’ term-finance 
to industrv and providing fne-rium and long-'Gefn financial • 
■assistance to the Industrial^unita ensuring the' flow 
of funds to projects which conforai to ' the clan priorities, 
iho I. D.B.I.is also designed, to fu-iiction as a developmental 
agency in. strategic sectors such as ■ fertili sers , alloy and 
special steel and petro-chemicalSc 


W,' 

O' 


■Q^'POS O 


iilthoii gh the I . D. B,. I , is empower ed uo finance all 
f oroiacts both in 'che private an.i aublic sectors, 
for the time’ b..jing 'and' '-lue to psiucity of resources, it . 
has far restricted itself to the fin.ancj.n 3 of private 
GGCtur enterprises. There are no. restrictions as reg.,ards 
the nature or t^rpe of security that maj bp'- accepted from 


inaiistrlal concerns, nor are any maximum, or .miniinu.m .limits 
prescribed for assistance to a ■"concern. In practice, for 
cofflrilomentlng the actlvl ties ■ of other flnaricin.g agencies, 

■Che I. D.B. I. plays a larger role for direct' assistance In 
relatively bigger nroj acts 5 though .for indirect financial 
assistance through other financing agencies, refinance of 
sma.ller amounts of Rs.l l.rakh a.nd above are 3nt0rtaj.nad. 

‘ op.erations of- IDBI fall into two broad' groups? 

(a) aS'Sls ta.nce to other fin anci.al .Institutions , (b) direct 
assistance to indnstrl.al concerns. The f list covers 
refinancing of lo,ans given bv other institutions .and 
subscribing to their shares .and bonds .as well as guarant- 
oaing their undurwriting obligations in connection with 
the share .ana bond issues of industrial concerns, 'llie IDBI 
provides refinance in resmect of' tern loans to industri.al 
concerns ..given by the I.F. C. : , ' the Si^Cs (inc.ludin.g the" 

Mauras Industrial Investment C'.jrp.orati'.n,) .ath.er finan'ci.'il 
Institutions notifie,.! by th-i Government .(such as the ICIGI^ 
as well as the sch.e.duled 'hanks .an-i Gtate C.cuu.er.ative 'oanks. 
Besi..,ies, export credits ..granted by any of the above m.entioned 
institutions -are eligible for refinance. 'Ihus, th-e IDBI 
p..ovi'ao-s refinanc.e to a l-arger number of financi.al institu- 
tions .and for l.onger .periods. .than' the .tia.flnancG Corporatiors 
-dnd for longer nnlods than the' lief ln..nc .9 Corporati..n for 
in.n.istrv Limited ui.C.I.) whose business was ta on over 


5. 


concerns 
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■Oixecu linej-iCial assistance to industrial 
may be in t&a form of\ granting loan' ^ anu advances, subs- 
■ cribing to, purchasing or underwriting of stocks , shares, 
bonus, or debentures; guaranteeing deferred navments due 
from industrial concerns to third parties anu loans raised 
by them' in the open market on from financial institutions. 
oUv- ± . D, u, . 1 . „ also accepits and rediscounts. ooitLmerc'’ a],, bills 
or promlsory notes of industrial concurn.s» itiile providing 
direct assistancQ, the I. D»Bv.I. secures blie collaboration of 
u oiler ins 01 ou cl .ns j_n. the matter of financi.al a,S3istaiico 
•and fills the gap itself. 

6. Thus, the I, DBI ■fi.mctldn's. within uhe general, fmiiewcnik 
of brovernment' s policies and programmes of industriali saticn 
ana has utilised its limited funds in the building.,up-of ■ ' 
efficient units in the prion by ' sectors. 


operational 

policies. 

aro ' c 

1965, i b wa 

3 dGci-led 

th at 

or ranged mor 

■e adequately by 


7-. ine j. .'ij. i. ‘ s 07-iarat'i nnal --i -r' i c-i " roo const -.intlv 

^ assistanc' 

)y other . 

institutions whose resources could' be augmented by IsD.B.T.. 
so tnat I.D. B.I. co Id have more offectii'-,' asstssmenr and ■ ' 

supervision of .the large-siiied projects, Fellmying the ■ 
de\/aluati.:,.n of the rupee in .Tunop 1966, emphasis wo.s olnced . 
on industries v/ith a significant element f import s-'bstitu- 
tion or export promotion. 'In October. 1966, it was c uisibio- 
rod necossarv to emphasl sa. maximum self -financing of projects 
by the .promoters and the. financial' ihstituti.nis were urged 


to aaopt a more selective aaaroach in sanctioning ' 
assistance to ■onsu'-’e more balanced regional develcrimsnt. 

As regards refinance, it was decided to oursue the pollcv 
of diverting applicati .ns from b.anks in l-argo am- imts to 
direct assist.ance. The cooi'ieration cf comn.erciai banks 
"‘Is'd ^'23n enlisted on a l.irger scale to provide loans 
and gnar ante Qs and underwriting of caoital in. important 
projects involving large exnenditnre. In resoect of two 
fertilizer projects, althmgh inltiallv large assistance 
was sanctioned by IDBI, the bulk of it was, subsequently 
taken up by a consortium uf a number of commercial banks 
organised und.er the leadership of IDBI, besides the IFC, 
the ICICI and th.3 LIC. .As. regards refinance, .insplte of 
slowing down of assistance lately, rhe interests of small 
■ana medium- sized units an.h the under-devaloueJ regions 
have been kept in view. 

8.' ftu.,th3 IJBI h=s :,r.3vlci.3a Siza.-'0l3 .ssl3ta.n=3 

th3 sphere of nelium an,l l.n,-t.erm fin.;.noe to the injustrls 

units in the nT*iy,'.-jt.-h j. ,,.y, r-f-c d.- t 

o...co..r. Its ope,rati:.,.n,al ooliciGs have 

bean sslectlye, dlrectai talnlv tow, 3 r.,.s the bulldin.j up ,.;f 

efficient units in the priority .schen.as. In sulfitle c.eses 

-is.,, sp.jcial c.::.nsiJor,'itlon has bean gl'/a.n to the needs of 

the under_,.leTa],o-ed re.jl.,n3 and of oro,1 ects .r .mot.e.l by 

technician-entrepreneurs. 

9- In the context of the . recessionary tendencies, 
the Ii)li h.as modified ±tes scheme for redl sc 'unting of bills 
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payment basis so as to widen its scope tr) cover . ■ 

financing of cooital anm‘ j. ' . 

^qaipnenu i,a agriculture .and small 

, industry. Ehs period of export crollt is, also being 
suitably lengthened to help nromotlon of exports. The- 

operations of I.D.B.I.over 1964-6S (July-June) are giyon 

in Statemant I. ■■ 

.I.n dust rial Finance Co roo rati on. ’ ■ 

10. bince Its establi3h.m3nt on 1st July, 1948, tha 
Industrial Plnanca ..Gorporation has been providing raodiuin and 
long-term finance to .public .limited, companies and cooDora- 
tive Societies eng-aged, in the manufacture or nrocjssing of 
goods or dn mining or generation or' distribution of electri- 
■city -etc. Thus, individuals, -firms based on partnership or 
priv.-,ite lirnittsd cJiDpati-i'is -ai’e cjxcluded from the Tairview of 
the I , T , C, s operation. . ine j-.n C. can at present (-a) grant 
loans or subscribe to debentures of industrial ccnce.ms repa- 
yable within cl period of 2b years secured by sufficient 
pledge, hypotheti cation or mortage of tangible assets, (b) 
unucjiwrite the issue of stocks, sh-s.res and debentures, (c) 
guarantee loans floated in the market repayable within 
25 years, (d) subscribe directly to the sharese-.-r stocks 
of companies anu also (e) convert loans granted or debentures 
subscribed into stocks or shares of the undertaking concerned 
Tho corporatl-on 1 b thu.s primarily a lender anl not a p r tnor 
in in:iustry. Its policy is broadly ;.to fin-mce the acquisi- 
tion of fixed assets, namely, .land, buildings, {dant and 
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nacbinery or extension of the same, its aim is thus to 
oupplomant rather than compete with the activities of 

commercial banks. Applications for loans are axamlned irttf 

referance to (a) rhao .a- 

, ^ ^ P'"-’Sition of tha c 

PGVOQ^iOfJ, 13’V’ n *^i~nriv 'P "K.- ! ' ’ u i ■ 

.. SUM/ ..1 balanca shaats or an insnaction of 

the accounts and assets (b) the technical soundness of tho 
schema .and oompetenoe of manaasraant and. (c) the Importance 

of tha industry in th'i mr -f-in- a. 

-..a 0X1.. >.conom/ o,L tno country and prospects 

of its success, -Rirther the concern r-— ivino- frr M- u 

XU. .1X1. 00 :..:,..Lping tor , as-si.st.ance 

has to provide a reasonable proportion of tha re.iulred 

linanca through its own contribution before it could .receive 
any aid from the I.f’.C, 

11.. ^ Unaer the Industrial r'lnanoo Corporation (Amendment) 

Act 1S57 which cane Into force from ftacemb.-jr 21, 1957, tne 
corpoioatlon w,as -empowered' to "give gu.ar.antae on boh, if 'of 
parties able to Import goods on deferred cr-edlt granted by 
foreign mTOUfaoturors. The .4mendment act also »n,abi.ed a 
large number of industries, Includ.ing new industrl.al 

concerns, which wore not in a position to offer ndciuate 

scanty tat deseryed e.n.couragement from the point of vDew cf 

the national economy to 7 ,v.nu i Mf +-h n ■ ' 

V bo inuM oi uhc corporation's loan 

assistance, lf auch -'q-i-c. - 

. -Sols . ance was guaranteed as to' the 

repayment of tlio nrincinnl -and naym-^n- - • i 

■ ^ .a-iyraeni. of intorost by the 

Central Go ver-nment. State Govern^ inf o ' ■ r i ' 

^Vo.r..m.onts5 a scheduled b.ank or 
f-ppadpef atlyefibankp:! ) -"'v 
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12- -^-o afford special encouragement to industrial coopera- 

tives the I. F.G. has been extending financlal._a 3 sls tance to 


them. • Total financial assistance s.anctioned to 
cooperatives upto June 1968 amounted to Rs.57.1 


industrial 
crores, a 


major portion of which represented loans to sugar 
cooperatives in.: cli fferent States, The operations of I.F.G. 
since its inception upto the end of June, 1968 are shown 
in Statement II. 


■ State . Financi al Gorooration s . 

13, Followdng the est.abli shment of the Industrial Finance 
Gorporation in July .1948, some Stats Governments took steps 
to esthbllsh similar Gorpor.atihns in their States. The Madras 
'Industrial Investment Corporation (MIIG) was established in 
March, 1949,. In December, 1950j a Bill was introduced 
(enacted on 28th September 1951) in the Union Parli.ament to 
enable State Governments to set up State Financial Corpora- 
tions to assist medium, anu small-scale industries in the 
States, The S.F.Cs were expected to sup clement the work 
of the I.F.G, in the sphere of inlustri.al finance, Bv the 
end of June, 1968 there were eighteen 3t-ite Financial 
Corporations In the country, 'The State Financial Corporation 
Act 1951 was further .amended In March 1962 came into 
force in April, 1962, It empowered the Corporations to 
guar.antGe (a) loans raised by industrial concerns from 
■scheduled banks or State Cooperativ’e .b'onks and (b) deferred 
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payrieiit due from any industrial concern for purchase of 
capital goods within India. TFia Amendment net also enhancer! 
the limit of accommodation in respect of public- limited 
companies and cooperative societies from: Rs. 10 lakhs to 
Rs.20 lakhs. The definition of pj:). industrla-l concern was 
also extended to^ cover ho.tel and tr^insport undertakings as 
also inrlustrial estat-es. The operations of S.F.Cs. over 
1960-68 (April-March) are shown in Statement III 


gie Agricultural Refinance Corno ration . 

14. The Agricultural Refinance Corporation gives refinance 
lacilities to cooperative and comma rci ad banks anywhere in the 
country against their medium and long-term loans for schemes 
of land development, minor irrigation, fisheries, finimal 
husbandrv, horticulturo ana niantati on of fiui.it, tea, coffee 
rubber and card'imom. The i-ocation (-f such schemes woeiid 
d\.jpend un txie 3.nitioitive '-ina iri.oti^'n-al actl vi tv the 
local ail thori ties irjc,ludin.g the State Governments, the local 
banking ins titutlions, local enterprise and the nhvslcal 
resources of the ar >a and their potential for deval apmant. 

The .^rl cultural Refinanc-e Cf;rpo:cation do-es not 'ibgdie any 
alio ca fci '-'ns schemeirwisG or Statewise, 


lb, aS on 30th June, 1968 the Corporation hid received 
288 schemes o.f a t.-dil proposed outlay, of Rs. 249.9 crores. 

Of th-ose the Corporation has ,alra dy sanctioned 128 schemes 
with a financial outlav of Rs. 107.6 crores, the Corporation's 


comiriitnsnt being for Rs. 90.6 : cro res. 


Dr avals totalling 


R3.12.7 crores had been made by the financing 
respect of 42 of the sanctioned schemes. 


banks in 


16 . The largent niim.ber of scViemes (57) wa.s received from 


^indhra Pradesh followed 'by M^^mscre (51), Madras 
g22), f^injab (21) and Uttar Pradesh (21). Soin 


of 


■ala 


the States 


aid not .formulate any scheme during initial years of the 
functioning o.f the Corporation, Of the total number i:f 
schemes recGived the majority were received during 1967-68, 
in which perioc? 89 schemas involving a financial outlay 
■ of Rs,28.2 crores v/ere sanctionad, She States ;‘if Assam, 
Orissa, Rajasthan, Jammu & Kashmir and Meet Bengal and the 
Union Territories have so far formulated schemes vdth .a.n 
•outlay of less than Rs, 5 crores in a-11. .miong the Union 
lerritories only Delhi has so far form.ulat3d scheme. 


17 „ Ihe rate of disbursement of refinance sanctioned by 
the Corporation w-onld depend not so much on the total outlay 
sanctioned for tho particular scheme but the phasing of its 
implementation and the strength of the financing agency. 

Most of the schemes sanctioned are to be inplementod over a 
period of several years. The actixal dl sbutsement in any 
one year -would therefore be small, in comparison with the 
total commitment m.ade by the Corporation, .lienee the 
discrepancy noted abovs^ between the total c-ommitment of the 
Corporati.;n .and the actual .refinance, disbursed. Moreover, 
since as many, as 89. schemes .were.: .submi.ttod and sanctioned 


-lo- 


in 1967-68 their implementation ; which Is still in its 
initial stages will hot be reflected in the figure of 
disbursement of refinance until latsr this 30331- or next 
/eai. xho largest- aggregate of loans drawn b^r financing 
agencies pertains to -andhra Pradesh as this Stato, had . 
fijrmulated several schemes ver-;" early in the life of the 
9 jrpc rati -.vn* ihi^ Oentral Lan'.i- Mortcigo Bank of -andhra 
Pradesh Was thus able to draw a' much largo; r sum from the 
Corporation trian any bank in .any other State. The .-■aravunt 
-.'f Rs.l.gy crores urawi by the financing ag-ency in. Madro.s 
State mainly pertains to a l:irge land r-iclamation scheme 
sanctioned by the Gcrporation in 1965-65. fna State of 
My so re j Maharashtra, Rinjab and Har’oa.n.a have .3.1 so been 
able to avail of significant assistance because of their 
better organised land devolcpment banking structure. ■ 
Similarly, ilss.am, Gujarat, Keral'a and Jammu & Kashmir w>.u--e 
able to malce good progress in schemes of plantation an l 
hui ticulture ■ comparatively little priOgr.3ss has been m.ads 
in Orissa despite. the sanction of a cnconut ■ plantation 
scheme in 1963-64 and in Rajasthan and Madhya Pradesh 
despite th-e s.anctlon -if l.arga raclamatl.on -ind land develsp- 
ment schemes in the Charob.al prcg'ect areas .in 196 5-66 and 
1966-67 respectively. A large land clevel.opm-ent scheme an 
.Ko,j 1 pr,.ject .area of Bihar was sancti.oned in 1966-67 
ouu owing to the- ■organisational weakness ,cf the Bihar 
Central land, Mortg.age B>ank the finance dr-axm from th-e 
Corporation has been comparatively sm.all. Similarly in 
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West Bengal very :iittle progress in the disbursement of 

loans has bean made in respect of two coconut and arcanut 

■■ plantation sch9m.es . sanctioned in 1965-66. , The operations 
of A, H.6, upto June 1968 are shown in statement I?, 

R® SiA£3ni_^nk: o_t India a.nd Cd)-npar;.itivA n- i pedlt 

18. The Reserve Bank of India provides short-term loans 
to d^he cooperative 'credlt^/stem . for financing seasonal 
agri cul tui h 1 operations ana mark.eting of crops in '.id'ditlon 
to giving medium-terrn loans for agricultural purpose and 
dlaC for convversion o.f short-tar.'ri into medlur)- torsi lo.ans in 
circumstances arising from, natural calami tioisi ihe Reserve 

Bprk al»t s_ha.rt^term loans to the, cooperative credit 

system, tor traiir.'^ in v-i-py-) f ^ n t-v - 

.. X.U vaku, iu..nd.x..c.ing tnsj proauction anci"', . 


Ill d rk O’ b i n g a c t i y i fc .i e s af an n r o ve cl 


cottage and snail scale 


industries and. .financing the purchase, s uc eking oand .distribu- 
tion oi chemical ferlilis'ors.. In the sphere of long-torm 
credit pha Re servo,- Bank purchas.es the ordinary an.J rur.al 
debentures floated ’by central land dovGa,opment banks. Bosidesy 
ihe Raservv; Bank grants long-torxu lo.ans to th-e State Govonn- 
mants tc enable tlieKi to take share in cooperative credit 
inst-i.i;u tions and thus increase thair- ability to borrow more 
iroffi the hi,gh.;jr fin.,vncing agencies. Th.e oporatic.ns of tx- 
Hes.erva B,ank in the sphere of cooperative creriit .durin.g 
1963-64 and 1967-68 are given in Statemont Y. 
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Short-term loans for sop^scnal agricultural iJparations 
and marketing of cr-j-ps . ■ 

19. Th3 Resorve Bank'os rural credit eporsitiens arc 
governodly two main considerations , ' viz, , the need .gonerated 
by programmes of intensifying agrlcijltural pr:.duction and 
th (4 f inane j-.al' . and rifganisational capacity of the infr,a“ 
structure of cooperatiye credit thr.::ugh which funds are to 
bo channelled. More distributl^i . t .aidl tlcnal funis to 
co-operative ly weak States in th-e hope of removing or 
reducing ragi;inal irahalancos will not yield useful results 
if the co-operative credit structure In these States is not 
able to absorb the .add! tion.al ' loans pro vided. The dispari- 
ties in the flow of financial .accommodation fr::m the 
Reserve Bank may continue avan after the cauacitv of the 
infra-structure in the lifferont States is raised to. rte 
required levels bec.au so of the disparities in the potentia- 
lities of agricultural growth. ■ 'Dais bas specl.al reference t 
availability of irrigation system jend sub-soil water resour- 
ces, Di.sparities may continue as between States forr the 
other reasvons also such as the internal weaknesses of the 
infra-structure in certain States. «.tterti'-n hc.s, therefore, 
bo be given for a considerable time tm- come t.o the removal 
of these weaknesses and strengthening of the structure 
financially as well as administratively. 

Some of the States ^^rith a weak co-operative structure 


,20 



th;3 Reserva Bank of India daring 1963-64 to 1967-68. By 
C'.ntrast, in some of thacocparatively advanced States, 
credit from the Raserva Bank of India did not increase 
substantially. The effoctiveness of the agricultural 
development programmes in the area, apart from the health 
of the co-operative credit structure is gn Imoortant factor 
bearing upon the extent of credit facilities made use of by 
LiiG co-operatj.ve credit structure, in the vari-.us States, . 
Thus, because of the increase In the tempo of agricultural 
programmes, the Reserve Bank’s credit to the co-operatives 
In Punjab (■®adi riled) rose frnn Rs.8,48 crcras In 1963-64 
to Rs, 25.49 crores for the present Punjab State in 1967-68. 

Loans for financing the production and m-arketing activities 
of hcandloom weaver's s-cletles and trading in yarn. 


21. ’ The handloom ' we.avar' s' co-opiora'ti ve movement is ■ 

relatively developed in afa’v States, notably in iitLlhra 
Pradesh an -i. Madras and tcu s^vina extent in Ker.ala andi. Mysore, 

In these States, the co-operative credit systems have beon 
able to avail of the major part of the financi.al facilities 
•provid.ecl 'by the Reserve Bank for the prodi:icticn and marketing 
activities .of handloon ■ weavers' co-c peratlvo s, ci-ties ana 
also; f r trading In yarn.' 

Short-term loans fO'r financing the purchase ano. dii stributi rn 
of fertilisers. 


22 . 


This scheme was introduced in 1967 in orier to enable 
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the sTTiooth change-over from the system of Government consign- 
ment credit to bank credit for financing the purchase and 
distribution of chemical fertilisers. In those States where_>' 
.consignment credit facilities from the Government still , 
prevail, ’ not much use has been made by the co-operative 
credit structure of the credit facilities provided by the 
Reserve Bank. • ' 


Me dium-term loa,ns for agricultural immoses. 


33, The -amount allocated by the Reserve Bank of India 
as medium- term lo.ans for agricultural purposes to co-oparatlve 
banks increase .1 from Rs. 17.50 crores in 1963-64 to Rs, 30,00 
crores in 1967-68. liov/ever, the amount sanctioned has 
remained, mb re or lass at a level of Rs.14,16' crores during 
•this perio.l. The basic reason for thi-s i s t he absence of . 
genuine medium-term credit prDgramm'3S of the co-operative 
b.anks vz-hich . .r.re speci..allymo.ri’3ht’ed to. medium- term, productive 
purposes vzhich are identifiable, Sven in a co-operatively 
alvanced State as M.aharashtra, the amount allocated by the 
.Reserve B,ank has IncreaS's! only to a relatively .sma.ll lograe 
.from Rs. 2, 25 crores in 1963-64 to Rs. 3. 60 crores in 1967-68, 
.The .amount clraun increased from Rs.O.ll crore to Rs.0.45 
.croro. In Gujar.at, vhiie the amount allocated by the' 

Reserve Bank increased from-. Rs. 1. 25 ..crores to fis.l.lO crores, 
tho amount slravn increased from' Rs.0. 31. crore t;.’ Rs.0.76 crore 
In Rinjab, vzhile the amount allocated by the Reserve Bank 
incT’^ased fro.m Rs.l,. crore .in .1963-64.. to. Rs, 2.40..„crores during 


can 


the same period. ' ‘ ■ ’ 

j-t) sum up 5 the utilisation ijf medium-term credit 
l3.£aits sanctioned by the Reserve Bahk tc co-ouex’ati ve banks 
improve only, if theTo are identifiable nrogramme of medium- 
terra investment which can bo financed by the co-operative 
banks* 

Medium-term (conversion) loans 

25. The assistance from the Reserve Bank ' s .National ' 
^‘Agricultural credit (Stabilisation) Piind for conversion 
of short-term loans into medium-term loans is .governed 
by the need for conversion in specific contexts, viz. 
drought, famine or other natural calamities affecting the 
ability of the cultivators to repay the loans taken from 
their co-operative so.cieties. Thus, St;.ites where natuooal 
calamities have unfortunatelv bean prevale.nt in the 3.ast few 
years e.g. Bihar, Raj a sthan, Madhya Pradesh, Mysore and Uttar 
Pradesh have utilised the bulk of the financial assistance 
for conversion of short-term lo. an s into medium terra loans. 


Loans from the National Agricultural Credit (Long-term 
Qperatlons) ■ . : - 

26, The Reserve Bank sanctions loans to the State 
Governraent.s to enable them to t^ike shares in co-operative 
credit insti'tutlbns. The amount sanctioned to oach State 
depends upon the lendin.g programmes of the banks because 
the additional share capital .is required tu sunpiort the 


to support th3 lending prograrnmos. Thus, for bfiiiks which 
have no substantial .and realistic lending’ pro grarames, very 
little or no increase in share capital is require. 1 and 
consequently they do not need share cap-lt.al assis 'cance fio.!:.- 
the State Governments. Rirther, in -respoct of ' axtremely vroik 
banks e.g, thos- having heavy overdues, no -leans are s.ancticne-l 
by the Reserve Bank for share capital participation as the 
problems in their case Is one of reh-abilitatlon. If there 
is a concrete pro-gramme for such r-ehabili 'Cation, loans for 

share capital contribution -are ; sanctioned as part of such 

a. programme. 

P urchase of debentures of lan-d davelonnBnt -banks. 

27, The supo-j-rt frora tha , Roser'P-o B-ank to the debanture 
flcata'tidn 'pro-gramme of 1-pnd development banks has roraalned 
at about 'Rs. 5 crores during the past three years. Other 
public sector institutions which provide such supnort, apart 
from the State -and Central Governments, are the Lif-e Insurancdp 
Corporation ,and the Stvito Ba-ni: of India. Recently, coiimi-erclal 

■b-onks have been providing substantial support to t he debentures 
floated by central land development banks. States with 
relatively weak c.’ojpjratl ves are a ccorded gr iator su'^rport 
from the public sector institutions for their debenture. ■ 
floatation progr.amm-e.s, ■ - ■ ' ' " 

28. The Reserve Bank also initiated a scheme in .1964 for 
settin-g up Agricultural Credit Gornoratiens .in .ass-am, Mhar 
Orissa, Raj as than and West Bohg-al-'for' providing credit 


facilities 
The supply 
expected t 


for agricultural production in such States, 
of agricultural credit from the Reserve Bank is 
increase appreciably in these States when the 


Corporci-tions are sat up and start functioning. 


SYAJEMENT I 

at ate “Wise Classification of Financial Assistance sanctioned and di sb_med 
by Industrial Development Bank of India dinging JiXLy 1964 ! me . 1^^ ^ .. . 
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STATEMENT I] 


financ ial As^^latancs s.-mctloned and 

disbursed by Industrial Finance Corporation upto 30th June, 1968 

INI . ■ _..... __ _ _ X. __ J 


distribution 


n currenc 


Public Goopera 

Total 


Limited tiveso 

Loans 

Invest- ' 

Commanles 


merits In ^ 

y.arey .^ggs 



debentures 



fa) Issued 


Indhra Pradesh 

18.54 

4.35 

22.89 

9.e 

Issam 

6,89 

0.60 

7,49 

2.( 

2^ as? 

16.01 

1.15 

17.16 

12 

Gujarat 

17.19 

4.88 

22.07 

, 13 

Haryana 

6.94 

1.96 

8,90 

4 


9.47 

1.80 

11.27 

8 

Madhya Pradesh 

7,14 

1.20 

8.34 

3 

Madras 

42.24 

4.43 

46.67 

20 

Maharashtra 

39,97 

22.33 

68,30 

36 

Mysore 

11.63 

6.45 

18,08 

10 

Orissa 

6.34 

1.16 

7.50 

4 

Punj ab 

3.26 

2.25 

5.51 

4 

Rajastjan 

15.48 

1.20 

16.68 

5 

TJ.P . 

18.84 

3,30 

22.14 

11 

vest Bengal 

38.81 

- 

38.81 

16 

nion Territories 3,34 

- - 

3.34 

■ ■ r' 

. 

otal 

262.09' v'-- 

7, 

-"S7^ 

jrysBKB. 

.319.15 

,, !'■ f " ^ V ' 'i 

..'167 

: t 


50.13 236,97 
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STATEMENT TV 



by Agrlciilt-uTal Refinance Corporation uoto 30th June 


.sanctioned Expected drawals 
A .R.C . ' s accordl n; 
contribution 


Actu.'^l * 
drawals 
from 


rom 


Andhra Pradesh 11.26 


Earyana 


/ainmu & Kashmir 0.75 0.56 


ladhya Pradesh 4.13 

.4ad?as 11.4: 


Maharashtra 


ag aland 


Enion Territories 0.40 0.31 


* Loans drawn 

Source: Agricuitural Refinance, Corporation. 




Statewise Distribution of R 


asonal agricultural jPinancing, production 


I and aiarketing 
j capacities of 


Total Highest Out stand- Amount Anoulii' 

limit dra-wal ing at J sane- drawn 

a-anc- by the the end! ticned 

-tioned anex of- the Y 


1967-68 

1963-64 

1967-68 

1963-64 

1967-68 

1963-64 

1967-68 

1963-64 

1967-68 

1963-64 

1967- 68 
1963-64 
19S7«68 

1968- 64 
1967-68 
1963-64 
1967-68 
1963-64 
1967-68 
1963-64 
1967-68 
196 3-64' 
1967-68 
1963-64 
1967-68 
1963-64 
1967-68 
1963-64 
1967-68 


Bihar 


.6'bl.arat; 


Madhya Pradesh 


Maharashtr 


Punjab 


Rajasthan 
Uttar Pradesb 


Union - 
Territories 
All India 
Total: ' 


S t at eT” 
Territory 


(;lSi in crores) 


Year ' ^ LOANS ^ ■ 

S H 0 K T ~ T E R M ^ ^ ■ - ~~ 

For -trading in yarn Purchase and- distrl-. j 

^ 'V bution of fertilisers*' 

' . Amount" !^cunt”OutsFand^“Amoun^“Iicun^""^H : 
■ ' sane- drawn ing at the sane- drawn stand 

. , ticned ' end of tioned ing 

... • year at the.. 

; . end of 

’ ' ■ (April-March) year 

;;v . ■ ... : ■ ■ (As on 30th June) 


■ Andhra Pradesh 

1963-64 

0* 20 

0«55 . 

. .0,19 ■ 

- 

"• 



1967-68 

0*25 • 

- 

*. 

5,0Q,-.. 



Assam. ■ 

-1963-64 




- 

- 



1967-68 

.. . . 

• ' 





Bihar 

. 1963-64 



- 



)M«I ■ 

■ ■■ ■■■'’ 

1967-68 


- ", 

- ■. 

- 



Gujarat 

■ 1963-6.4 


■ ■ . 



- 


-1967-68 


* 

*• - 

5.00 

10, 63 

0,01 

Harya’na 

1963-64 . 

. - 

- 





1967-68. 

■ . ■- ' 

• 


2,00 

0.71 

0. 40 

J & K''; 

1963-64 



- , , 

■' pm- 


"***' ■ 


1967-68 ' 

. .. ' 



- 


Pmi, 

Kerald... 

1963-64 . 








1967-68 

.0^20 

“ 0,01 

■' ' 


- 

1P% 

Madhya Pradesh 

1963-64 

. 0, 20 

- 

* ». ■ 



pm 

1967-68 

»•«» 

' *- 


4. 00 

- 

m. 

Madras 

1963-64 

‘ .0*60 

.■.'2., 36 

. • 0.60 





lSS'7-68 

. 0, 60 

^ 1.48 


- fw* " 

*- 


Maharashtra . 

1963-64 

, 0.03 


■ 4 ' ' 


- 


. 

1967-68 






^ ■ 

Mysore • 

1963-64 

- 


, > 





1967-68 

- 



’ 3.00 


** 7 

Orissa 

196-3-64 






•g« , 


1967-68 




■ r ' - ' 



Piin'jab 

196 .3-64- ■ 






'7'4.'7;:' ■ 


1967-68 

r ■ 




■ ; ^ 'U' ; ■ 


Bajasthan’ 

. 1963-64 

r ■ 



■ 


7.::'";, 


, 1967^68 




2,50 

V'*-.,' ■'dd"7'"''7:V 


Uttar Pradesh 

. 1963-64 

.7 

. '■ -- ■’ '■ 



^ 7 ,' . 

7 7'7-.' 


. 1967-68 ■ 




5.00' 

.5, 00 

5.00 

West Bengal. 

-1963-64 




^ ''7177 

■7d':: d.'',"7\v ■ :,7,7,'' 

■ r 


- 1967-68 




^.2^00. 

' 

'rm 

Union 

U 1963-64 “ 






■ ■ ■ .. . 

Territories 

-1967-68 

I.- 



'7^;'' 



All India 

1963-64 

;0.'S5 

2 . '91 

0.79 

;:(7;^:7,: 



Total; 

' 1967-68. 


1.49 


. 27.50 

16. 34 



.figures are upto the end of June 19684 



I 


J3ontlriued from previous page 


(Rs,. in crores) 


Si aie/ 
Territory 


LOANS 


Year 


MSDICM - TERM 


Agricultural purposes i Loans from NAG (Stabilisa-- 

i t ion Fund 


.Amount 

sanc-r 

tioned 


drawn nding 


Amount Outsta]J Amount 
I s aiic - 
at the I tioned 
end of I 
year | 

( July- 3 me ) I ( J uly- J une ) 


Amount Outstanding 
dram at the 
end of 
year. 




15 

16 

17 

18 

19 

20 

A-ddhra Pradesh 

1963-64 

1.44 ■ 

0-55 

1.20 





1967-68 

1.06 

0.71 

1.17 

0,43 


0,21 

Assam 

1963-64 

— 







1967-68 


.... 



- 

, 

Bihar 

1963-64 

0,29 





- 


1967-68 

0.79 

0.53 

1.02 



2.16 

Gujarat 

1963-64 

0.54 

0,31 

0,67 



■ : 


1967-68 

1.26 

0,76 

0.91 

-- 



HaryahLa 

1963-64 

, . 


- 





1967-68 

1.04 

0.73 

1.37 


. ^ , 

- 

J, & K 

1963-64 

0,05 


0-02 

^ — 


MK# ■■ 


1967-68 



0,07 

' ' ' 

, , , ■' 


Kerala 

1963-64 

0,73 

0.52 

0.76 





1967-68 

0.64 

0.49 

0.99 




Madhya Pradesh 

1963-64 

1.71 

1.42 

1.76 





1967-68 

1,42 

0,72 

1,70 


■ 

2.36 

Madras 

1963-64 

2,41 

1.69 

3.70 

. 

- 



1967-68 

2,27 

1.40 

1.39 



■■ - ■ 

Maharashtra 

1960-64 

1.83 

0 , i,l 

0,61 


- 

, u 


1967-68 

1.68 

0 *45 

0.01 



•• ■ 

Mysore 

1963’-64 

0,69 

0.03 

0.57 



• 


1967-68 

0,72 

0.40 

0.62 



0.27 

Iris s a 

1963-64 

0,75 

0,39 

0.69 





1967-68 

0,66 

0.26 

0.31 



0.08 

Punj ah 

1963-64 

0,99 

0.89 

1.14 



- 


1967-68 

1.99 

1.25 

2,66 


- ■ ■■ 


Raj asthan 

1963-64 

0.45 

0,20 

0,25 

.«■ 


- 


1967-68 

0,73 

0,44 

0,99 

- 

' -■ 

0 . 4:4 

Uttar Pradesh 

1960-64 

1.81 

1.31 

1.46 


■ - , 



1967-68 

2.07 

0.92 

2.10 


, ■ . 

0.51 

West Bengal 

1963-64 

0.26 

0.01 

0.05 


' ' 



1967-68 

0727 




Bhion Territories 1963-i 

340.05 

0.02 

0,04 

.... 

- 

— 


1967-68 



^ 0,04 • 

L 




, ’ ' •> 




' .I-:;' 

‘iOl;. If; 

' J ‘ if- 



All India 
Total : 


19e3>-64 14,01 
1967-6816.57 


7,45 12,92 - , 

9,35 .■16.47;';,: 0»54 






0,11, -.I 6:, 14 


, :.,5 € i, ., 

’ i r f - ^ 






Cotitintied from previous prige (Rs* in crores) 


St fate/ 



T 

— jLj 

CANS 


Teiritory 

Year 


L 0 N G - T)E H M 




LLQans ] 

^rom NACfT.TOiF ^ 

investments 

in .'debentures 



Amount 

fegiS* 1 

Ordinary 

1 Rural deb- 



sanc- 

tioned 

1 

1 

1 

1 

iDril - March 

Amt Amt, 
float “y* 
ad by 

RBI 
July 

Ant 

1 float cont- 
|ed by 

1 GBI 

- June 



21 

22 

23 24 

" 25 - 2S 


1 

1 
I 

i 

todhra Pradesh 

\ kssam 

'1 

! Bihai' 
i Gujarat 
j Haryana 
y & K 
Her al a 

Madh3?'a Pradesh 

I IJadr as 

' Maharashtra 

I Mysore 
1 

J Orissa 
Pun j ah 
Rajasthan 

Httar Pradesh 

I 

West Bengal 
Hnion 

Territories 

ill India 
Total 


1963-64 

Ooll 

1967-68 

0.06 

1963-64 

0.04 

1967-68 


1963-64 

0.01 

1967-68 

0.48 

1968-64 

0.10 

1967-58 

0,12 

1963-64 


1967-68 

0.54 

1963-64 


1967-68 

0.07 

1963-64 

0,24 

1967-68 

0.10 

1963-64 

0.28 

1967-68 

0,86 

1963-64 

0.47 

1967-68 

0,14 

1963-64 

0,79 

1967-68 

0,31 

1963-64 

0,24 

1967-68 

0,17 

(0.03 

1963-64 

0,13 

1967-68 

0,34 

1963-64 

0.24 

1967-68 

3.66 

1963-64 

0.18 

1957-68 

0.17 

1963-64 

0.32 

1967-68 

0.25 

1963-64 

0.19 

1967-68 

0.06 

1963-54 

■ «, 

1967-68 



1963 “64 35 

1967-60 7.37 


0.11 

2.50 

0.06 

8.50 



0.01 

- 

0,48 

1.55 

0.10 

3.00 

0.12 

11,00 

0.54 

0c95 


0,08 

0,24 

0.75 

0,10 

0.70 

0.2S 

0.60 

0,86 

2.80 

0„47 

3.50 

0,14 

5.00 

0.79 

9 .63 

0.31 

10.00 

0.23 

1.50 

0.17 

(0.03) 

6.25 

0,11 

0,45 

0.34 

1.40 

0.24 

0.60 

3,66 

2.80 

0.18 

„ 

0.17 

0.78 

0.32 

0.45 

0,25 

10v94 

0,19 

0.36 

0.06 

0,65 


- 

- 

9.23 


23.3'1 

7.29 

63.63 


0.43 

0.20 

0,02 

''■ol4 


- 




- 

- 

- 

- 


- 

_ 

■ 

... 


0 ■ 

0«24 

0.90 

- 


— 



0.10 

0.05 

0.03 

- 

““ 

-- 




0.13 

— 


0.02 



0,06 


; 

0.05 

- , 


0.55 

0.15 

0.36 

0.33 


_ 

1.77 

0,82 

0.44 

0,69 



0,80 

o*oa 

0.04 

0,58 


- 

0.09 



0,10 

■ 

' -U '■ 

0.11 

0.10 

0.05 

0,15 

0,20 

0.11 



■ v-. ■ : . 


■ ' ■ 



. i,-. 


0.61 

0.20 

0.10 

0,07 



0.10 






0.03 

- 






a . 06 

1.84 

0 «86 


3,78 0.45 0,23 

Notes: Figures may not add up exactly to totals owing to slight 
differences caused by rounding. Flgijres \fithln brackets 
l;i: 4 :ocl:::ov;ind:ihath;£r:snewals,,:and:;dra^ap.:s; against ::;:thBm:^^^^ 

... ... NiC (Stablisation) Fund refers to,, ..National igriculural Credit 
sit'.J5Sl#.EBiBtabiiitat:iin|;SFuFid:^y:/l;:^il!:ifii)77i;;:7^:5 

N.A,.C.(LT0) Fund refers to National i|ricultural Credit , ‘p . 
:il||7;7|;.||||lohg=lhrii7opitat 

ill Si .75|-^iotrei 


if p 


SSMIF.Ji ow 
IMB.J...]>JCii;S - .THB BBOBLaiMS 
V V. 1 i|xi , ap e c 1 si reference to 


March 3&4 1972. 


^FD POLICIES'’ 
Industrie s) •' 


11 a j 


MaFTD-IW-x.ID TO SlLxTES 


Conference 

irroixiF IFSTITUfE OF ilTBLIO ximiNisrn.iIION 




'HxiSTHxi SST.xTF, 



^ ^ -SE-^i NTS-IN-^^I.D TO 

% ■ ■ ■ 

urants-ln-aid. to Statas.riav be broadly classifisd 
under tvro headings, viz, , grants for Plan and grants for 
Non- Pi an purposes, 

2, - urfants for Plan purposes - v/hether for State Plan or 

Central Plan. Schernes - are dtterninea on th-j basis, of certain 
criteria with reference to the apriroved Flan Outla’o ’’of the 
respective States. 

3. Grants for Non-Plan purposes' niav' be ■categorised into 
two broad types - sta'tutory gr-unts and other grants. ■' Their 
natu're and scope are indicated balows- 

!• Statutory grants - These grants, made unde.-r the 
Substantive provision of Artlclo 275 (1), are detennined on 
the recommendation of 'the' Finance Commissicn and are intended, 
to cover* t hair normal needs '.jf a Revenue torpe , . other than for 
the Implementation of the Plan e, g. .administratlvo expenses, 
interest charges, malntan.anco expenditure etc. From. _1966-67 
the total grants-in-aid p.ayfibl’j ti. 'the St^oce Governments, bt^sed 
.on the rec-Jirimendation of ’ the .Fourth Fin.anc.;,; Gorn.!'!! ssicn, ameunt 
to Rs. 140.61 creres each year. 


In .addition, an minual grcjit ..f .Rs.40 I'd'hs is 'said 
to Assajn in piirsuanc.o of clause (a) c.f th.; 3ec„n'i pr'avison t". 
Article 275(1) of the Constitution, 


II o o ther grajits - IMbrraally the Statutory grants 

referred to in I a'' ovo are expectei t>. cover completely the 

requirements for' the KoR-?lan Reyonue expenditure of the 

% 

States. Hov/eyer, sometimes grants, over and above the 
Statu torv grants, are moide partly because the Finance 
Goramisslon assumed their continuance and partly on account 
of special needs, incstl]^ of an extraordinary or residual 
type. Such grants which are at present in payment are 
indicated below: 


(a) Grants in lieu of Tax on Railwa"''' fares and 

for cons tn:c tlon of Railway Safety worts - The 


gran ts in lieu of the Tax on Railv/a'^ ' fares are intended- to 
compensate the States for the loss of revenue as a result 
of the merger of the tax with the fares. The .amount of the 
grant (which is made available to the General Revenues by 
the Railways) is determ-ined by the Railway Gonvention 
-Committee of Parliament -.irt-1 its distribution araong 'th.e State 
as recommended by the Flnanc-e Commission. The grant w,as 
fixed at Rs.12.50 crores by the Railway Convention Corardttee 
19’60 and 'increased to fis. 16,25 crores by the Railway 
Convention’ Comirilttee, 1965 on the basis of th.j anticipated 
d.ncrease in traffic.' apart from this, a sum (sf Rs.d.TS: i i > 
crores auproximatelv is made available by the Hailv/avs f.,;r 
distribution -among the States for co.nstri.TC tion of Railway 
Safety i/ferks - the pattern of distribution being the . 3 ,amo 
as for grants in lieu of tax on Railway passenaer fares. 
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(b) Q'r.Tn't'5 Pt H-i- - n.. j. T - 

Koa:i Fiir i'l - These 

grants arise out of a lu-u-llanent Reso.iution according t. : ■ 
which a portion cd' th,, excise oiubg (and inport outr) 'on 

riiotca;v spirite is e.-^rniuT-Vovh p. - p , 

jjr-' v.i.uijr^ assiscance to States 

for the purpose of read .ierelopnent. Ihe sharoes of the 

I'hoporticnate to the quantltao ,-f m<.,tor snirlt 

oonsumai on r:n,a transport in the respective States. 

natuphil ^ J^^cassitatdid by 

bhis assistance is towaris oxpeniitnre incurred by 

the States on relief ueasiires necessitated by n’otoiral 
calamities, like floods, drought, c'vcl.ue , earthquake, etc. 
Su,oh assistance not- covers V oiS (oto* in the foroe of gooant-lL 
aid and 25^ as loan) of the ar.prcyad exp3ndltot....e Cl.o. expen- 
diture on snaclfled Items ana '.dthln limits ary,r,:,v.od „n the 
recommendation of a centr-a temm of officers r atle ;.ft-er 
visiting the State), -in excess of the nts ta; en into 
■recooint by the Fourth Pinoinca Comnlossio n for such relief 
ineasurGs i.n. their of rievroiiiti-'h^ , 

tion of otiho GxpaTidi tiiro incur'^a^'l 'Iv^r o x, 

lh-''^^.ns -3,1,0 Von so,: tii.3.t tho St.-vto'^i •n'**q^r ^ 

& riie.cns difficulties, ' ' • . ■ ’ 


(d) .jjr n n.ts f „fr ijordoi* — Tbiriqri »>,',u>,oo np.- i- i 

ow .. ... :.^vi ,XL 3 ro qi; 1 X'^GCl 

jcainly for Defence purposes .-ma, ccns.ecr-oivtly , the -ntire 
expenditure both for construction as well as un r>ai.nton.ance 
is. met by the Central' G-overnment. Naturally, this item relates 
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only to such of the States as hove a border vath other 
countries. 


(e) Assistance . towards ■ Pollca -expenditure - This 
relates nainlY to assistance to States for maintaining 
Border Seen ri tv Forces, -after th- assumption of the respon- 


sibility for border security by the Central Government, the 


amount of grants-ln-ald for .Polico is decreasing. The 


now made are mainly towar-ls arrears- due 


U'.-,' .ot 


1.1 oh ( ' 


rents 


c>!-.riu 3s a s 


have a border or other speical pr.-^blems. 


The expenditure which a State Government may incur in 
borrowing,- at the instance of the Centr-al Government, 
additional ■ Police Battalions from other Stages in order to 
strengthen its oto Police force, if sc needed in sp 0 cl<al 
situations, is -also .reimburse':! to the States. With furthe] 


strongthenin.g of the Central He serve P-ollc'e and the Bordor 
Security' Force , th-i quantum of -such r'3irribursem9.nts would be on 
the decline. 


50^ of* the expenditure incurred by a State in resp-eot 


of Horne Guards raised after 20th October, 19<»2'. 
the target of 591 lakhs is also reimburs-ed to i 


v'D cm v'D U 


:) roach 


th'O States 


For Police Housing Sehernos, -loans are provided to 


all States, 


( f ) iis si s t ance f o r iSdu c -at i -onal Schem j s - These include- 
(i) The Scheme for the Improvement of s.alario scriles of 


— D- 


teachers in Unlmarsltias and affiliated Golloges 
(whether 'run by State Gce/ernrrients or private bodies), 
as recommended by the University Grants Cc^mmission, with 
-effect from 1st April, 1966. The Central as si sance 
which is navable for five jraars ending 31st March, 1951, 
amounts to 80% of the additional expeni i ture involved, 
as a result of the rexd.sion 5 ' . 


(ii) The Hational Scholarships Scheme for which 
Grants- in- aid are raid, anJmthe N-itional Loan Scholar- 
ships Scheirr'e.s . ' 


(iii) the 

Gcht 

one of Mor 

it 

Sch C 1 -3. Sh. i, 1 ' 

)3 to 

the Gliildraii. cf 

prim arv 

fxnd 

Second 3,r7 

s 

car 

oils 

teachers; 

■■ ■■ „ 

(iv) the 

Sch 

P:d,i*v,i .LL'x U-l.i 

e 

'■yV : 

“3 "*■ ■- 

iB-t C 

:•!* Be.!' 

lolrivi 

5hio3 and other 

•educatit 

-mal 

facilitie 

s 

tvo 

the 

-chilv. 

iren ' 

of political 


sufferers';, and 


(v) a number of other e due at.i. on al Schames, 


(g) Boms for fooderains pro cur ament - This la a nev/ 
Schema, Intl'gouced fr- m the cr-op year 1966-67 t:-' pro vide 
encour'agamierit to such of the States surplus in foodgroins as 
are Oible to procure indigenous fooigrains (?nainly, rice, but 
now also includes wheat .an.d a few other grains), for export to 
the deficit States, in excess of the .minimum ta.i:‘g.jt9 l.aid xlo-wn 
for each. In '1566-67 only 3 of the Stetes cmld exceed t^’eir 
respective export targets dnei poiyrO'ents .if 'the b-n.us, volo in 
1067-68, amounted to As. 88 l.akhs, ccmr'ri.sing Bs,3o Irlohs tc 
Orissa. In respect -of 1967_68, the berous cou.ld bo during 

the year t'o lunj ab (R.s.70 lakhs) and Hary.ana (h,r:.101 laahs) 
.only. The recipient St.ates ..are require! t.; e.arm-uri: the bonus 
earned for utilisation -on Schomes .aimed .at increased agricul- 
tural production. 
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(h) Grants for Craftsmen tra.ining and 

Mannower (ScGm-nloyment Sehamos - Those are 

intended to cover 6 0/'^ of the rfcn-x’la.n expenditure incurred 

by the State Governraents on' the Craftsraen training etc, Scherjos 

instituted upto the end of the Second, rlan, The pavrvent 

of these grants has been necessitated by the fact that the 

last Finance Coirimission assumed the conti.n.Lianc8 of these 

grants on the .than existing basis. 


(i) Assistance for heli-sf and Heh.abill tation 
o f ’ Ql Sul rersons' 


Grants are paid for Relief iTO-^asures only - the 
payments being mainly in respect of n^v/ migrants from Fast 
Paid Stan and also in' respect of th.e repatriates from Burma, 
Ceylon a.nd Mosambiqua. 

5j') Assistance for Relief measures following 
hostilities with Pakistan ^ 

Tne assistance in this case- is given in respect of the 
parsons uprooted in the border .areas of Jammu dKashmir, Punjab 
and Rajasthan as a result of the Indo-xiak hostilities in 
iiugust-Septem-B r 5 1965, 


Ck ) , Assistance for Development of Border o^re as o 

This is in respect of areas bordering uhe Tibet in the 
States of IJttcir Pradesh and J-amrau & Kashmir, with .a view to 
securing more intensive and acderated development of those 
areas,'* certain- speci.al steps relating to the administration 



arssl cieyGlcpmen.l; .of th^iSJ ar.;as initiate:! in 196 0-6 

special assistiace being pro.viaeii to the Stane Gc v-.a-’nments 
on this acccu'at. vfliile the fevaloymant Schemes relai^ing to 



( 1) Assistance f,.. 

r Reh-ablli 


Gr an t s ar e m, a; i e 

t' t 

;h G ■ S"G a 

tional 

and technical . trai]e.ing fac 

oh air 

children, dls])laced s 

1 s a V 0 

Order. 

Xn Hai X i X 1 L ' xi ^ 1 c. 

-an 3 

^00 e gi 

of goldsmiths in either 

vo,c> 

’ti. ons. 


(m) Miscellano-ous - 

Ihi 3 ’! 

items 

like g r fin t s - 1 n- a; 

Id t 

o'Var'is 

Home 3 , 

Infirmaries &. do.; 

Les, 

staff 

Small 

Savings Scheme,' 

■iwar 

:i .. f G. 

ral r^rodiiction, Nation 

3,1 3 

JaTsol'e i 

and la.. 

jiital patients ;am 

ung 

;iisp'la( 

■etc. 




4 

Stateiii'ent sho 

win.. 

; the N 

Ic.oins 

to the State Govern^ 

oints a 

Estj m 

;i 'G 0 s I r 19 C 7 — 6 6 


Budget 


3C' 

tlv^ 

^ S G ; 

ito 

Id 

L ar 

13 , 


,iol 

CIS* 

acc^ 

Gun 

t ' ^ 

, f 

th 

0 

a;, r 

1_U, 

UI' 

3 a a" 

nil 

■or 

Plan 

ochoiio, 




iXi' 

la 

smith 

s 

, j.. 

3 f 

v-r ‘'i 

■;'*» ■ “T 

.! 0.' 7 

'1 1 

iri; 

g G 

■‘"1 1 1 fv 

;il 

iti 

os t 

' '■ 0 

;ol 

...i s 

mlths and 

' Sli 

It 

■: f t 

n , ^ 


lu 

Ci: 

ntrcl 


eniiture .en Social V/elfare 


■i'lan gronts-in-al 1 an i 
is pi"*' 7 lae ; f.r in the he vise a 
etivites Tor 19S8-1?9 is 
enclosed. Iho StateiTient decs n.t include cert-iin s '-ocial 
ItoHS nail in sa.tlsf acti'-jn of earlier c^/nnitnients liiee 







STATEMENT 


i 




^Non--Plan grants -in- aid and loan to state Governments 


Revised 
1967 - 68 

Grants Loans 


in crores of Rupees ) 

Budget 
1963 - 69 

Grants Loans 


1- Stat-Qtory grants under 
Article 275 Cl') of the^ 

Constitution - 

(i) Nnder the sub- 
stantive provision 140.61 .. 140.61 .. 

(ii) Under clause (a) 

of Second proviso 0.40 — 0.40 

II. Other grants and loans 

(a) out of transfers by 
Railways to general 
Revenues . 


C.i) In lieu of tax on 


1 Railway fares » 

16.16 

ft ft 

16.16 

• • 

1 (ii) Railways safety 

works. 

1.00 

# • 

3.60 

ft ♦ 

i (b) Central Road Fund 
’ (cV Assistance towards 
relief necessitated 

3.44 

ft ft 

3,94 

ft ft 

by natural calamities 
’ (d) Border Roads. 

24,00 

60.00 

12.00 

20 .00 

(i) Construction 

15.21 

— 

16.49 

• ft 

(ii) Maintenance 

2.21 

• *. 

2,57 

ft # 

1 

■(e) Police including Police 

: Housing Schemes. 

7.01 

3.00 

3.96 

3.00 

'(f) Educational Schemes 

5.96 

2.56 

4.83 

2.21 

|(g) Bonues for foodgrains 

\ procurement 
(b) Craftsmen training & 
Manpower & Employment 

2.61 


4.50 


1 _ Schemes. 2.71 

, ''■'"Relief & Rehabilitation 


; 'O'.' V AH' 


1 of Displaced Persons 

Relief measures follow 

5.09, 

0.09 

4.30 

0,08 




are of small Savings Collection; 


Back 


SiiiMIM ON 

Hiijax0x'i„iL^INB,4LiiNGii;S - THB i'ROBLiiK 
rwitn spGcial referancj to 
March 3<54, 1972 


o .J2D NOLI GIBS 
ndustries) 


'-imtiSTMENI OP GPITRRL NROJPCTS IN THP DIPFPxhSNT STATES” 


Conference H>all 

INDIiJ' INSTITUTE Or' lUBLIC Aa'i:T13Id.xTION 
I N DR . li"' rhid T li .i ili B I A'f E 
NEvV' DELill 


INVESTMENT OP CENTRAL PROJECTS IN 
DIPFBRENT STATES. 


Statemants are enclosed indicating the Central 
investment in the States on industrial projects, major 
ports and Central power generation schemes during the 
Plan period covering 1951-61, Similar inforino.tion for 
other sec'cors like railways, roads, edu cati on, health 
etc, is not given, as it is difficult to woiic out the 
break-up of such investment on a 


3t:itevdso basis 


STATEMENT 


IKW.STMBINT m 



L- PR O JECTS 




state 

1 = 

Investment 
■ in 1st Plan' 

2. 

Investment 
in 2nd Plan 

So 

Investment 
in 3rd Plan 

■ti; # ' 

* Total investment 
lux«ipg the three ' 
plan periods. 

Estimated 
' investment 
in 1966-60 

Total invest 
ment during 
1951v68 

Balance investnif 
to be made for 
completing the 
project. 

Andhra Pradesh , 

8.3 

1-7 

52,5 

5. 

62c 5 

24. S 

7. 

87,3 

8. 

. 0/0 -1' ® ‘ 

J'p e 1 

Assam 

■ 

. ^ . 

.32,8 

32,3 

7.4 

40.c2 

3le0 

Bihar 

8r2 

,21,2 

184.7 

214.1 

142.4 

356.5 

739.2 

G'djarat 

- 

_ 

45o0 

45,0 

■3.0 

48.0 

111.5: 

J. & K. 




N I L . ^ 




Kerala 

1,0 

0,9 

49,2 

'.,51.1 

17.2 

■,68.3 

67„0 

Maharashtra 

2.0 

■1,7 

,43.6 

' .47,3; . 

2.6 

e:9 0 9 

139.6 

Madhya Pradesh 

“ . 

OOl o 
ohjXo O 

192,6 

414.4 

44.7 

459,1 

153.0 

Madras 

5,8 

33,4 

141,4 

180,6 

65,2 

245.8 

53.5 

.Mysore 

v,i 

3.3 

17.2 

27,6 

20,8 

48 „4 

8,7 

Orissa 

6,5 

199,3 

154,7 ' 

360.5 

57.6 

418,1 

8.0 

P'ljnJab . 

- 

28.0 

4,2 

'.32,2 

- 

32.2 


Haryana ^ ^ 

_ 


7\ 0 . 

... VcO 

li'S' 

8,6 


Raj as than 

- 

- 

12.2 

12.2 

18.3 

30,5 

35.9 


^ 


(Rs . crores) 


1. 

2. 

3. 

/I 

5. 

. ■ 6 *' 

.7. 

c 

O # 

TJttar Pradesh 



72.1 

72.1 

75.8 

Ii7.9. ■ 

19.3 

¥est Bengal 

5;9 

...182,9 

135.0 

323.8 

.84,4 

408 , 2 

47,3 

Delhi 

0,5 


_ 

0.5 

'0.3 

0."' 

0.7 

Total': 

CO 

ID 

694.2 

1144.2 

1883.7 

566.0 

2449.7 

- 1500.8 


j These are approximate estimates of fixed investment in 
Central Industrial Projects in different states. 


NOTE 




. , , - ■S TA.TEWISE _LO G &TIQN 1 N IL.I MIST_1 MI 0?^ GEM-ilR& T-, tWDIJSTRIA L PROJECTS « . 


iRs. crores) 


>*n. 


State 


iadhra 

Pradesh 


Invest- Invest- Invest- Total Esti- 

Name of the Project Location ment in ment In ment In . invest t .mated 

1st 2nd f^rrl ment •^n’lrps 


Plan 


2nd 

Plan 


Hindustan Shipyard Yishakapatn^im 8.3 

(including expansion 
subsidy and Dry Dock) 

Praga -Tools Ltd, Secunderabad tt 

Machine Tools Factory Hylerabad 

B.H.E.L,H.T Switchgear R>amachandr,a- 
Proyect. _ puram 

B.H.B.L. Heavy Power 
Equipment Plant -;lo- 

( including e^fpansion) 


Synthetic Drugs Plant Sanatnagar 
Heavy -Plate and 

Vessel Project ’ ' Yishakapatnatii 

Total: ■" f 


3rd 

Plan. 


Esti- Total 
mated esti- 
invest- mated 


Balance 
invcstinent 
to be no,i,'-e 


dping ment in invest- for commletiiifc 

the three 1966-68 ment in the pT'-'ii'^ct, 

Plan . 1951-68 

periods. ' ' 


5.6 

15,6 

» 

4.7 

20.3 

- , . 

13 « o 

1.9 

1.9^ ■ 

* ^ 

- 

1.9 

- 

7.6 

7.6 

1.5 

9 . 1 


0-4 

0.4 

1.6 

■ . 2,0 

0.5 

24.0'" 

24.0 : . 

8.0 

32.0 

5,0 

13.0 

13.0 

7.1 

20.1 

- 

- ; - 


1.9 

1.9 

17. 1 

52; 5 

62 , 5 - : . 

24.8.; 

8,7.3 

36.1 




2 


1. 

2. 

3. 


5 c 

- 6. : . y. 

, 7. 

3. 

9 . . 

10. 

Iss-am 

ItiEmati Refinery 

N’anmati 

- 


17.7 

17.7 

... 

17.7 

... 


, Najrriip Fertilisers 

Hararup 

- 


15% 1 

■ lO, a 1 

7.4 

■p9 ^ 

1.5 


N .'ajar lip Fert ili s ers 

il' I'lamrup 

tmd: .. 





^ , 

20.5 



Total:' 


d 

32.7 

32,8 

7.4 

4^") >2 

31.0 

Elhar 

Sindri Fertiliser 

Sindri 

; 8 #2 

1 o ■ o 


21.4 


2la'tx 

- 


Sindri Rationallsaticn Sindri 



- 



■■ 

■ 23.0 


Barimi Refiner 

Barauni 

- , 


47.0 , 

47.0 

,2.0 

49,0 . , 



Heavy Machine. Tools 
Plant 

' 1 









Heavy Machine Build 

ing| 









Plant . ’.y 

i- 1 Ranchi 

- 

8*0 

120.0 

128.0 

6).:' 

' 188.0 

28.0 


Foundry Forge Plant 










Pyrites and Gheiriical 






6.1 

■- 


Development Corporation Sindri 


- 

1.2 

1,2. 

4,9 

4.3 


Bokaro Steel Plant 

Bokaro 



16.5 

16.5 

■ 75.0 

91.5 ^ 

- 578,5 ■' 


Rakha Copper proiect Rakha 



Neg. 

Meg, 

0.5 

0.5 

67.0 @ 


Barauni Fertiliser 

Barauni 


■- 

- 


- 

- 

38.4 



Total;" 

9.2 

21.2 

184.7 

■'214.1 

142.4 

356.5 

739.2 

(3uj ar at 

Koyali; Refinery 

Koyali ■ 

— 


. 46.0 

45.0 

2.5 

47.5 

21.5 


Gujarat Arcmatics 

Koyali 

- 




0-5' ■ ' 

■ ‘ # 5 


Kandla Fertiser 

Kandla 

— 


_ ■ 

- 



iivj '4 ./ 



Total 



45.0 

45.0 

3.-0 

48.0 

111%5 



J ajnmu & 
Kashmir 

Kerala 


Mahara- 

shtra 


Nil 


D.D.T. Factory 
(including expaiisir 

Always 

n) 

- 

0.9 

0.1 

1,0' ■ 

i 

■ 'o.i ■ 

1 — t 

' 0.7 

Rare Earth Factory 

Alwaye 

1-0 

- 

- 

1-0 


1.0 ; 


Fact (Third stage 
expansion) 

Always 

tt 

tt 

11.0 

11.0 


11.0 


FiCT (Fouth stags 

exp ansi on) illway s 

Machine Tools Factory Kalamassn 

ry r 

- 

7.0 

7.0 

2.2 

1.5 

2,2. 

8,5 

2.8 

Cochin Refinery 

Cochin 

- 

- 

30.0 

30.0 

2.0 ■ 

32.0 


Cochin Shipyard 

Cochin 

- 

- . . 

0.6 

0.6 

0,4 ' 

1.0' 7 

35 « n 

Cochin Fertilizers 

Cochin 

Total: 

1*0 

0.9 

0.5 

49.2 

0.5 

51.1 ^ 

11.0 

17.2 

11.5 

68.3 ■ 

■ 28,5 

67.0 

Hindus t an int ihio t ic s 
(including expansion) Pimpri 

2.0 

1.7 ’■ 

2.0 

6.5 

0.5 

7.0 

1.0‘ 

Trombay Fertilisers Trombay 

- 

- 

38,. 7 

■ : 30.7 


38.7 

— 

Expansion of Trombay 

Fertilizer. Trombay 

- ' 

- 

- 

- 

- 

- 

51.0 

Organic Intermediates 
plant Panvel 

— 


2.0 

2.0 

1.7 

3.7 

14.6 

Koyna iHuminim 

Koyna 

Total: 

2.0' 

^ 

0.1 

43.6 

0.1 

47.3 

0.4 

2.6, 

0.5 : 

49.9 

73 . 0 

139.6 






4 ^ 


1 . 

2. 

3. ■ 4. 

5. 

Ma'lbya , 
Praaesh 

(Im. tonnes) i 
Bhilai Steel Plant J 
Expansion of Bhalai I 
Steel Plant (including^ 
Bhila.i 6th Blast ( 
Furnac e ) 

-Bhilai ^ - 

Bhilai 

131.3 


Heavy Electrical Plant 
(including expansion) 

Bhop al 

24.4 


Hep a Paper Mills (inclu 
-ding expaniicin) 

Hep.anagar - 

5,6 


• Security Paper Mills 

Hoshangahad- 

- 


For ha iliminim 

Korba 

- 


New Alkaloid Factory 

Neemuch 

- 


Hand h ar : Cement Factory 
(of Gemeiit Corporation 
of India.) 

, Mandhar - 

^ - : 


Tot si j 

221.3 ■ 


6« 

7. 

7 « 

.O-- m 

; 10. 3 ' 

10.5 

. 202.3 


202.3 


111.0 

o 

« 

1 — i 

7^ 

o n 

i • 

163.0 

25.0 






33.6 

53.0 

■ 7.0 

65,0 

13.0 

1.4 

7.0 

3.1 

10.1 • 

o r\ 

5.9 

5.9 

3.7. 

•9,6 

0,5 

0.2 ■ 

0.2 

1.5 

1.7 

104.3 

- 

- 

0,4 

0,4 

r\ 9 

'.,y ,9 

_ 

- 

2.0 

2.0 

2,0 

192.6 

414.4 

44.7 

459.1 

a53.0 ■ ' ' 




V, 


*-* 5 




■'1- 

2. 

3. 

4. . 

s. 

6. 

■7. ■ 

- 8. 

9. 

10 

Madras 

Integral :Coach Factory 

Perambur 

5,8 

3,3 


9.1 


9.1 



■Teleprinter Factory . 

Madras 


: 0.1 . 


0.1' 


0.1 



Nelveli Lignlve 
Corporation Ltd. 

* 

Nsiveli 

- 

30,0 

1D9.G 

139.0 

22.0(1) 

161.0 



Surgical Instrteient Factory Guindy 



4.2 

4,2 

0.4 

4.6 



B.H.E.L. High Pressure 
Boiler Plant (including 
expansion) 

Time hi ^ 



19,9 

19.9 

4^0 

23.9 



.'• Raw Film Project 

Ooty 



7.8 

7.8 

3.3 

11.1 

0.5 


Madras Fertiliser 

Madras 

' '■', >. ■ ■”. ■■ 

- 

- 

- 

■7.0 

■ 7,0 

48.0 


_ Madras Refinery 

Madras... 

... ~ 

. - . 

. 0.5 

0.5 

28.5 

29.0 

5.0 



T otal! 

^ 5.8 

• 33*4 

141,4 ; 

180.6 

65.2 

245.8 

53.5 





Mysore ■ ■•Hindustan' Machine 'To 

(Including lAratch Fact''u*y) Bangalore 4, 2.,.- 1.1, 


•Ini, an Tsleplione Industry Bangalore 2.9 1,5 

Mysore Iron & Steel Worles 

(•^Gonversion tp :Alloy Steel^^ Bhadravatl - . - 

■iurkunta Cement Project 
(of Cement CTorporatioh 



of India. ) 

Kurkunta 

- 

- 



Total; 

7.1 

3,3 

Orissa 

Rourkela Steel plant 

1st stage expansion of' 
Rourkela steel Plant 

Rpurkela 

Rourkela 

6,5 

'..103.8 . 


Rourkela Fertiliser Plant 
(including Haptha Steam 
informing Unit.) 

• Roiir'fcela 


5.5 



Total ; 

6.5 

199.3 

p-unjah 

Nangal Fertilisers 

Nangal 


28.0 



Total; 


28.0 

Haryana 

■ Machine Tools Plant 

Pinj ore 




Total 


6. . 

7. 

■ 5 « 

9* 


4.1 

10,1 

3.5 

■13.6 


3.6 

o - 


SiO 


9ft5 

9.5 

-15.3 

241 - « 9 " 

6.7 

«. 

- 

, 2.0 

. 2,0. . 

2.0 

17.2 ^ 

27; 5 

20.8 

48.4 


19.8 

220.1 

12.0 

232.1 

- 

119.9 

119.9 

42.6 

162.5 

■8.0 

15.0 .. 

: 20.5 

3.0 

23.5 

" 

154.7 

360.5 

57.6 

41S.1 

8.0 ^ „ 

4.2 

32.2 


32.2 



4.2 

32.2 

n — 

32.2 


7.0 

7.0 

1.5 

8.5 



7.0 


7.0 


1.5 


5 




■2. " 3. <■ . 

1. 

6.,^ ■ 

6--« 

7. 


" '9'^* , 

10, 

Raj as than 

Zinc Smelter Udaipur 



5.3 

5.3 . 

■6,7 

- 12.0 

2.5 


Khistri Copper Project dUietri 



'4*3 

4.3 

, 6 *6 " 

10.9 

'75,0 


Precision Instr'ument 

Factory ' , Kotah 

- 

pm 

2.6 

2.6 

3.8 

6,4 

1.-.4 

, 

Machine T'-ols p-:].ant Ijmer . 

- 

- 

- 


■ 1.2': 

1,2 

n' A 

i « ' 7 

f 

Total; 

- 

, ■- ' 

12 . 2 

12.2 

18.3 

30.5 

85.9 

Uttar 

PraUesh 

Diesel Loco Factory Varanasi 



=7.0 

17.0 

' 2.8 

■■ 13.8 

** 


ilntibiotiGS Factory Rishikesh 

- 


15.1 

15.1 

6.9 

22.0 

- 


3.H,E*L- HeaV 3 r Electrical 

Equipment plant. Hard war 



80.6 

80,6 

60,0 

70,6 

16.0 


Gorakhpur Fertilisers Gorakhpur 

- 


19.4 

19,4 

13,6 

33,0 

- 


Triveni Struct'ural Ltd, 411ahabad 





2..5- 

2.5 

3,3 


Total : 



72.1 

. .72,4 

75.3 

■: 147.9 

19,3 


West Bengal 


Delhi 


NOTl: 


Dnraiapnr Steel I'l ant Dnrgapnr 

1st Stage expansion of . 

Dargapur steel Plant 

National Ins trnraente 

ClnoluS-lng opthalmlc -..a 

glass project) oalcaLTi.. - 

C’hittr.anj an Lee ouot Ives Ghittran^an S.6 

' Hindustan Cables . 

(lac=ludl:n.g Expansion) rrapn.aralnp'n:' 1-3 


IS.O 


3S6,7 


J_ • ‘^y 


Mining sjid Alli- 

, Machinery' pregect ^ Dmvgap’^ir 

.Alloy Steel Plant ' Diargapur 
Diirgapi-ir Fertilisers D’orgapur 

Total! 

4**1 'O'' 

Delhi 


D.D.T. Fa ctorY 


5.9 . 
• 3,6 


Expansion of D.D.T. 
Factory ^elhl 


Total; 0»5.. 


■ - 

50.0 

50.0 

19.7 

CO . 7 

s.-'^ 






1.0 

:o.4 

l.S_ 

3.2 

V.1 » i' 

* t-O' 






P. £. 


CO 

• 


5.4 




o 

• 

CO 

3.3 

5.4 

1.9 

7.3 

3.0 

1.2 

23.0 

29.2 

15.8 

45.0 

6'5 , 6 



03.3 

33.3 

33.3 



0 «6 

•0.6 

9.1 

9.7 

23.3 





400.2 . 

47.3 

1R2.9_ 


323. a_ 

0.5 

nr 

0 .5 

- 

nr 



0.3 

0.3 

0.7^ 



0.5 

0.3 

0.8 

O.Z. 


,1 I ^ra'^’^fforexitst at e s • 

@1 Decision on this project Is yet to 'f“;a 3 tm 6 nt on Central projects l 

These are approximate estimates of fix ..T,,-.nprt 

4- . hpnee investment on tnese ..rojoc I. 

,te/stat6 sector; hence in/ 


Transferred to Transport Sector. _ 

tt These proiJ-ects were earlier in the prl i 
has not been shown for this period. 

(I) Excluding investment on power -unit. 



St ateyj s e Inre s tm^n t % 


on iga.ior oorr. 


(Rs. crores) 


State 


Port First Second Third 
Plan Plan Plan 


3 


1966-68 Total 
^Estimated) 1951^68 Additional 

investment 
for comple- 
tion of 
projects 
already 
taken up/ 

sanctioned : 


West Bengal Calcutta including 

Raid i a 3,49 7.50 

26,67 

20,17 

1 

57.83 

£5 

52.54 

Maharashtra Bombay 10 #92 

1.39 

12.94 

13.72 

38.97 

35.36 

Madras 

1) Madras 1,35 

2,63 

9.19 

7,51 

20.68 

23.66 


2) Tutieorln - 


5.07 

2.93 

8.00 

21,05 

Kerala 

Cochin 0,59 

1.77 

1.88 

2,34 

6.58 

5.34 

Andhra Pradesh 







1) Vishakhapatnam 






: 

1.13 

4.32 

9.07 

4.90 

19.42 

I7.2i 


2) Investigation for 
second outlet for 
export of iron 
ore from ■ 

Bailadllla 


0.15 

0.15 

0.25- 

Gujarat 

Kandla.- 8.84 ' 

.-a;'24 

3.71 

0.89 

21.68 

11.66 

Go a . 

.Orissa 

• -Mormugao 

Paradeep 


1.75 

5.20 

0.60 ■ 
4.74 

2.35 

9.94 

2.20 
, 3.50 

Mysore 

Mangalore - 


3.02 

2.50 

5,62 : 

16 .55-' ' 


Total; 26.32 

26 ,85 

78., 50 

6Q..45 

191.12 

; ■189.3 a- 




Including Port’s own resources. 


IHl/ES TMEKT ON CENTRilL , P ONER GENERATION . SCHEM ES 


' ' (In crores of 

Est, : Outlay- Outlay — Outlay Outlay Outlay Outlay Bala- 
cost ditt'lrig during duj-ing in in in nee, 

I Plan II Plan III 1966-67 1967~6S 1968-39 

Plan actual ant ici-. Budget 

pated. . 


3ll, Thermal Station 


s., I . ..... 25,20 B 

llV40 " 

13,93(”)'; 

0,:to 7 




0 l i 19BP± . - 

' * '■* ■ ' , 

16;, 50 B*, 

2', 75 , 

■0,95(- 

•) 0,44 


e _III 32,85 - 


-1,40 : 

9=09 

16,12 

5,10 

i 1,14' 

Totaih . ■ ■ -■ 

11^40e: 

31,83 j 

.1,72 

17.07 

4.66 

,,1*H 

ic Power Station 





. 1. -r 


Tarapur 82,69 

^ .. 

25,89 , 

36,19 

13,17 

4.60 

2V94 

Raj asthan 110 , 66 , - 


"4„31 

12,27 

17.70 

17,50 

58,88 

Nalp akkain 104 , 00 


0,08 : V- 

7g,23, 

0.94 

4,00 

98,75-^ 

Preliminary 
on new 

Projects. , 



0.-.17 

0.17 

0.14 


Total*. 


30,28 

48,, 96 

.,31 ..SR 

26 „ J.4 

160.57 

.arnur Thermal 
it ion 39,95* 



0,29 

2,48 

4 .49 

32,69** 

BG, Power 
)gr.ax[?Tne 

33,12 41.20 

54.40 

10,43 

' 5 > -74 

6.55 


’otal • 

33,12 52,60 

116,61 , 

71,40 

57.27 

41.84 


■■ * is likely to 

■■ be "revised 

to about 

Rs ,60, 

yO..-,crores . 



is lifcely to te near atout-.P-S.- 5.2,0 crores , 

@ total outlay including shares of Centre, Bihar and Nest 
-Bengali “-intre -s, share is one 'third. 
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[Nl/ESTMEIT ON CSNTlilL PQ'^JSR GENERATION- SCHEMES 


Scheme 


uD- crores o: 


•jkdl 


Outl 

ay- 

Outlay 

Outlay 

Oiitlay 

Outlay 

Outlay 

Bala- 

durl 

,ng 

during 

during 

in 

in 

in 

nce , 

I PI 

.an 

II Plan 

III 

1966-67 

1967-68 

1968 -39 





Plan 

actual 

antic i- , 
pated. 

Budget 

# 


N 07 /veli 


lal Station 


Si, age I , . .... 

25,20 ' - 11,40 

13, 93(-y 70 , 7 - 07 : 


— , 


stage 11 

19,74 . - -. 

l6-, 50 : ^, 1 ^. 75 

,^0,95( -) 

0,447 


Stage 111 

32.85 - , 

1 7 '7. ' .. ■' ’ ' . ., 

;,1„40 .9,09 

j.6,12 

5,10 

■ 1,14 

■ . Total; 


31„83 .11,72 

.17,07 

4,66 

. 1. 14 


■Atomic Power Station 

(1) Tarapur 82^69 - 

(il) Ra.1a,sthan llOr.66, - 

(iii), HCaipakkam 104^90 

(Iv) Pi-eliminary 
on new 

?ro,iscts « . 


25,89 

36,19^ 

13,17 

4,50 

2,94 

■■4;31 

.12,27 

17,70 

17„50 

58,88 

0c08 ■: 

- 0,-23. 

: 77o.94 

4,00 

98,75’''^ 


■0....i7 0,17 Oil 


Total; 


^ Badarpur Thermal 
Station ' 39,95* 

Power 

Progr.airme & ~ ; 


50,28 


8 96 , 3 J »9 8 26 3.4 1.60 , 5 7 


0,29 2,48 


.-49 32,69** 


and, Total 


33«12 41,20 54,40 3D„43 o ,-74 6,55 
33.12 52,60 116,^ 751^0 57727 41^84 


- * is lihely" to" he "revised to about-. Rs. 60.., 0.. crores. 

. t-* is . lifcely to be near about ■ Rs ,52lc crores, 

" -total outlay Including shares of Centre. Bihar and ¥6s' 
M,!; '.Bengal, '"“ntre's .share jjs one third. 
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PROBLEMS, A.PPROACH AND POLICY ISSUES 
CONCERNING REGIONAL IM3AL-ANCES* 


The problem of re^^ional Imbalances has been en^^iaglng 
the attention of Indian economists and planners ever since 
planning was adopted as an instrument of national policy. To 
date several attempts have been made to identify the backward 
areas in the country and to diagnose the various causes which 
ha'^e resulted in disparate devdopment between various States 
and regions. The main causes for regional disparities which 
have been repeatedly identified are 

(a) disparities in resource endovmient particularly in 
terms of reliable and ade uiate rainfall, availability of 
surface water and gro’mdwater and hydro-electric resources, 
quality and condition of soils and occurrence of mineral 
resources^ ^ 

(b) occurrence of very high or very lo^y density of 

population resulting in excessive parceli.zation or 'under- 
utilization af land resoiupces; - . ; 

(c) level of infrastructiural develppment particularly in 
respect of communications a'nd transport ,and marketing and 
servicing facilities; 

* -Anand Sarup 

Note ; The views expressed in this, paper are not necessarily 
the views of the Planning Commission. 



(d) variations in public and crivate: investments on 
resource development and .Indus rialization res'iltin^’ in 
different regi'ns, in inter -sect oral imbalances, low level of 
diversific-.tion and inadequate employment opportunitissi 

(e) development and coverage of social infr astruct -ire; 

' (f) locational ,ad’;^anta''GS or disadvantages with 

references to the pattern of national and international trade; 

(g) coiltural, institutional and hist rical factors 
favouring or retarding capital formation, mobility .and moderni- 


zations 


(h) structure of political power within 


differsnt identifiable s'nio-c iltvi:' al gr''u-os 


.ai regions. 


2. For the l^'^entific 


'tion 


•• f b ac '■ cwar d a r s a s , the. m o s t 


favoured indicators .are those of per capita income and per capita 
consumer expe'^"'dlture. .However, in the absence of reliable 
macro-economic statistics, some of the indicators uso-d intcr-alia 


have been; 


(i) nature of sp.aoe relations betvreen one area and ainother 

in terms of flow of conmodities, services, c.apltal-, manpower etc,; 

(ii) per capita availability of arable land; 

(ill) percentage of agricn.ltural a.rea irrigated; 

(iv) area under multi -cropping and productivity per ...hectare . 

(v) length of roads per 100. sq.T-Qns. rr per lac of 
population; 



(vi) per capita generation and cons’Jmption of electricity 
and extension of rural electpific ation^ 

(vii) in and out-migration; 

(riii) part icipa„tion rates for men and 'women and vocational 
distribution of workers; 

(lx) 'Dercentage o'f literates and per cent of school-going 
children against the number of chiliren of school -g ring age; and 

(x) ae^ailability of hos'oltal beds/doctors per lac 
population. 

3. Some of the contributory fact C‘j? S ■ -L uB ntified in relation 
to regional Imbalances are ; '■ 

(a) distribution of the country Into administrative ! 

ginits (i.e. States and districts) which have no basis either in ; 
terms of homogsniety or availabilit:/; , ■ I 

(b) relative level of development of v-o- ions local 
institutions, particularly cooperatives; 

(o) relative efficiency of the administrative structui-e; 

(d) absence of a spatial dimension in planning at the | 

nati-nal and State level; 

(e) disparate flow of institutional resoui'ces and bank 

fin-ances to various areas; and ^ 

(f) paucity of area oriented rese'^rch and pilot 

exreriment ■ tion in relation to specific problems of tcchncdogy, 
uotential, de ve.l ooment , or'^yanization and inst-rt ition.al structure; 
and ' ■ ' 

(g) misconceived emphasis upon thelocaticn of large scale 
industrial units for the developm.ent of areas. 



So far as p'lblic 'in’-restTiG.nt In relation c . one- or jolem 


r-spional Imbalances is C''ncerriel 5 the fact reoialns ti 


/ .L b 'C- cl ' 




(1) It h'S so far not 10011 lo os sable tr 
‘rhlcb oroiill ensure a' ea ante allocate ''m cf resonres's to bactaeard 
areas without j ecpariisiiid a 'minlmuiu arowth roate esseritiii for 
the coimtry as a orholes ■■ 

C*?) the structure of financial relati'nships between the 
centre and the States presents difficulties in the matching of 
in-'c.stment resources ’-rith she occurrence of nctentialss 

(3) Gomcosite locatir.nal oolici-s capofole of objiectiye 
interpretation and quantitive analysis in respect -.f State and 
Gentral enternrl-'-GS , which xfould tale intn c 'nsider- at ion both the 
cost benefit ratio as well as the accrual of social benefits 
from the do vel cement of bac’C'ard re m.ons, haoaooaot b-en f '''rnralated 


4 . 


There are a nrimb tP of* a^hri i ni s t r a‘i i ve d iff i c ul t i e s 'al s o; ".t: i c h 


have adversely affected the attemnts made s 


‘0 lice rbolonal 




i rn T 3 tj 

anoes . 
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.L i "•1 

5^8 

:or 


(a) 

PI 
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on 

ha 
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Mrowin-"^ ■ 

Mp 

of 

sect 

or al t 

:• cT 

os 
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0 Ij 

4- - . 

- b 

1 

-L 


(b) 

a 

S 'Ot 

isfact 

-.y^j 


ra: 

alio 

c at i or 

1 a 

S 'A? 

oil as 

1 - ’ ■ 
aJ 

i’j.t 

ii 

D'' 

CO 

not bf 

a h' n 

•1e 

vdoped 


. bet- 


(c) 

No 

criteria 

ha' 

oe 

be 


resources bst''<rGen different rsp ions, within the States; 



.lost Of the States or ^ • ’ 

. wnicn are sufferin.^ fr-V-.m 

,>3l-!tiv6 bach^oarin^Qq ^r..- „ a,. ■ ^ " 

^lannin^ anh programme irnplement ation| " 

(e) Pronosals for ■ 

„ , «'’.emaro,tlnn „f Ilatrlcts/St:,tes no 

the basis of Pc^-n-rri-i-^ e. . . ■ ' ’ 

^ -^^-nali.atlon have so Or not .et with an. 

a loe responsgs ■ ■ ' - 

(t) while a rtppo+- 

' - has 

r.entiii..,,i:-,n of , , 

•■pn.unG (ur 0 ac 'ewar dnc ss ) , the 

vor'c of pr=a,,-;no resonrce in.entorlEs on^ i-t-rm • « 

Of -oor-,,^ roonons t,, , ■ ' ' potentials 

’■ '-enerally neglected; and' 'I 

Cl) It has not been possible s^ . I 

tl-nal structoirc f-^r ■, ^- ■ ^ an oroaniza- : 

-oi.^axG j.c,r cromotinp' rp-mva oj--r--i ^ i 

' ■'•Pil -o-t ■/eiopment of small 

industries. ■ ■ ■ ’ ocaie . . , 

Par as the approach too ^ ^ ^ 

■ pruDleras nf Ro ri -y-,.^i T V t 

•1-. s ■ ■ii.^nal ImDai,;uices 

i» c onoGi-oel, the follcwin, , , ' 

’ 'Olready well accentedi ^ . 

Uj that positive inter.enti„ri b. tb- o-C ~ 

„ ■-■oil u.y thtf veni.rai and State 

^rovsrnnsnts In terms --of p ' -i c. .. . 

.-X a.lc-.oional res-ource >allooation 1 

- -'b -*.ib in=snti-.es and mvmentatlor of -of, . . 

'■'^ ^Pf-;ns-,l-uccure fxnd social 

1 ' this problsmn : I ^ 

Cn) that the 'ot'i-'U'i - owi --, r v. • J- 

-lie es Cannot be t-i^'-l.-d 

^PlBPs It Is treated first and foreao-f „ " " 

( 1-x) ona^ ■'^ith-aut Gvolvin- sn'bdG.-i , 1 [ 

•^ -‘-^■^ ■- ^pvlwieol stT>at ■' 'b'-’ r q of -rlo x, • 

ra In-;:-. X -■‘^-.^Co at Lne national i 

X, . ' ' ■'" P^'-d-ess towar-ds the reduet^-on i 

i- '-‘Glional imbal-aricGs; 


(iv) that the lisa ■-■f eqaalisin- the level of level opmeiit 
n a3.1 regions is impracticabls . o.t leeist in the snort run an! 
iiersfore, it vrouW he ni^'r-e pr?,ctical to concentrate en acceleratin' 
levelonment within the overalJ- perirnetres of the availability^ of 


latural res/ources; 'no.npower, Infryistruct-iir al f cilities and loca- 
tional aivantaoss or lisaivaTit.aaes;^ 

(v) that the process of iecis'^-cn-niaeclnp has' t .cbe iecyrnce'ntra- 
tei to 6vo)lv6 intecratsi s'trateoies fuil. ■prcor=emra6S for various 
regions ■'/rhich if/ouli fecilltate the best 'Dossib'ie iiti'J.izati 'n of a 
region's potentials; 
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essenti 

1 so 
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vie 
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11 have t 
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np evi ''le .'1 
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vel ■ 
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qt».8 c "(f 

' t - ensur 
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1' Pinirn^im 

■ life 

to all 

citi 

ry .-N V O CJ 

, wh 

er. 

veT ^ 

they may 

be 

J. '.o J. ai ^ 

that 

pepper in 

of 


sstffi 

cnt 

in -8 

n P*b‘ 

IIS 

fashion all 


over the bachwari regions orill not be as effective '-.s' the i'lsnbifi- v 
cation of qro-wth areas .an-] "-rorth centres ani the concentrati .n of 
efforts on these 'ooints; • 

(vili) that intsr-Stats as .orell intr-a State planning an-I 
-^.evelopTTient a'venclcs orill have t:-, be set U'o t-.. ''.Irect re.oicnal 
isvelopuent; .an"1. 

(ix) that usthoiol:;: -pic al as well as technicil re'sea'x.*ch will 
have t-;- be unlerta'-en with special reference to the 'croblenis of 
lifferent regions. 


7 


It will be appreciated that with the widespread acceptance 
of the above ideas, the main barriers to the remov-al of regional 
imbalances at the policy mating levels have been removed. It 
has, however, to be recognized at the same time that five-year 
and annual plans will hove to be adopted as the main instrument 
for reducing regio,nal irabaj.anc s . Me are now almost at the 
threshold of the 5th Five Year Plan. Work is already being 
initiated for its formulation. It is, therefore, iraperative 
thn.t si^nie 'ooildelines sh'-nld be. iamedi.atel 3 ." orovided by this Seminar 
on the following questions; ■ 


(a) What shO'Uld be the b.asis for the .alloc 'tjon of 
resources between the States for their, ,5th Five Ye.ar Plan? 

' ■ • , ■ \lso', 

how should resources be allocated at the State level betvreen 
various intra--State regions? 

(b) What mechanism sho ill be devised imined.iat6ly to 
ensure the forraulation of regional plans before 1973-74, at least 
for the 5th Pl.an period^ ■ 

(c) Wh.at . appro :?.ch should be -aloptsd for ensuring the joint 
exploitation of re.gion.al rescurces which require the cooperation of 


mors 


ban one Stats; 



- R _ 


(d) ’•Jh'a.t policy measures shoull "be t I'-ceri to eri'^ure rapid 




expansion and dixersific ''ticn •of eKipl'':ym6r-t in. ba,cir.';:-!.rd r'ceicns 
orith poor endsovraent of basic raw raateri.als , hi.oh density . f 
pcoul ation and excessirov dependence '■■n osm-sill s'' v,,lt -a-'ric j.lture? 

(e) '^hat shiou.ld be the bo.sis for the ,f orninlo. ti. on of a 
spatial str.ateyo at the nati.r'n.al level fen the Fifth Plan period; 

(f) . Hoaj should the pbyectivevS^ of a reasonable proo7th rate 
for the Country as a whole .as v/e"! as the .acceler .at ■ed development 
of bacpojard regions be' h'rmoniaed into an into 'y atcd p'-licy; 

(. 7 ) oThot steps shrnild be taben immediately to provide an 
adequate inform at ion-al base fo.r spatial pl-anniri.c in the 5th and 
subsequent plans; and 

(h) -Hiat locatl'''!n-al c"^'linies sh'i.o.ild be fo'll cored in the 
Fifth Plan rag ^irdn.ng the setting un of Ce’otr al and .St "to 


industrial enterprises 
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liBAlfclJCBS AS A COISEOTJEauE OF QISE HSVOnJTIOH 
ii C'?uS0 S'tudy Ox Hoiyrijiri -- 

Hary'ma along with the :Punjab has pioneered the adoption 
of view techniques cf ngranulture , It has registed a substantial 
b_>,...uv thi .lugh in agricultural pro-duction and incoriGs* Cine of the 
luain cuisequences of the Green llevcliiticn in Haryana has been a. 

Tary rapid enlargeioDnt cf agricultural ineones. Since agriculture 
accounts for sixty per cent of total State inpenE in Haryana, this 
increirent m agricultural incems has led to a' rapid, -rise in the. total 
State incojffi. As a result, Haryam has oBcrged as the second richest 
-fc,-. ..e un .iiidi-' un terras of per co.pita incoioG. Hore important is the 
fo.ct th-.u ^i,-.iy,.,na £ 1:10 recorded n very high rate .if gr vrfch in incoB'e 
since Its inception in 1966 and is today one of the- fastest growing 
States in India. 

The iruits of the current pr-osperity hoive net been equally 
sharea by all c.'votegories of farrinrs and by .o.,!! rogi ns in flaryma. 

It IS notouile that the vrn-iGus parts of the -Sioate h'ove reeordod 
varj, irjg; rp.tes of gr.,v/th ''iid' there exist very wide regional incenie 
dcs parities ii rural Haryana. ' : : 

lohe ...uriose o-f this paper is to study ncrc fully the nature 
0 '.na extent o’f me ore disparities in the varai:us regions, .of Haryairi and 
t inaesuigate if t.he dispiarities hr^ve toimcd t ' get aceontrateu as .a 
result cf uhe' Green Eovolution. Soae p-olicy iinplieoifions vxo also dravhi 
fx- m the Haryana- experience to enable the p-alicy rr.kers to devise a 
correct strategy f-.ir regional planning. 
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-Giie south. The total co^nsuEipt ion cf Es, 2,961 is higher thar' the ihryar 
awrage c^^sunption for this category by about Hs . 85 per a-nmim, and 
their deficit is l.ower by Es. 380 per anmi-u 

llie second cntogorjr of cultivat.rs tilling between 5 tc 10 
acres of Ifa-. cl aerivo a not househcld/ncomo of Rs. 5, 298 in the ' 
xJoj. onoin- region. Th® hcuseholi Ineones cf their counterparts in 
bhe Central and Southern regions are Rs. 3,071 and Es. 3,935 
respeetiTely. This category cf cultivatcrs in the lorthem 
legion are- able to record a savings cf the crclor of Rs. 972 
per Household after raeetiitig their consumption expenditure; this' 
coiitraSbs with negative savings of corresponding cultivators in 
the ■wi;her rugi'..ns. The position of higher categories of culti- 
vators is similarly mare favourable in the Northern region. Thus 
the middle p^iasants caltivat ing between 10 to 20 acres of 1.n,nr1 am 
abie^ to reeoi’d a net hcushold income of Hs. 10,37'2 in North' 
compared with Rs. 5, 003 in Centro and Rs. 5,272 in South. Their 
savings emount of Rs. 4,764-9^ and -108 ro s actively Similarly 
the big peasants cultivatirjg between 20 to 30 acres derive oh an 
.j./eia, 5 e a net nausehold ineem of Rs, 16,054 in the- North campared 
With Es. 8,381 in the Centre and Rs. 8,207 in the South. The 
very big cultivators tilling nci’e than 30 acres cf land earn ^ 

Rs.. 22,553 in the Northern region, Es. 140,99 in the Oentral region 
and Rs. 3,755 in the Southern rogina. 

Tciring cuiuivab ors cf all categories together, the net 
household income amounts to Es. 7311 in the North, Rs . 5,239 in 
the Centre and Rs. 4238 in the S.,uth, Kore notably, the savini^s 


ar-junt t c ks.2,830 in the North contrasted with negatoh/o ST/ingg 
of FtS . 122 in the Centre oond Hs. 125 in the Gonth. It ios signi- 
ficant to^ n-te that the entire net sayings in ru.ral Harjrr.na 
acciHue frcn the cult ivootors in the Northern region only. 

The increase in j-iieone has been achieved by f'. .mch 
greater use of triterio.! inyuts by the cultivators in the North. 

They spend on an average lis. 313 peo' acre o^n ojaterial inputs 
compared with Rs. 158 per acre in the Centre •'rid Es . 145 -uly in 
the South. 

Moreover the cultivaturs in the North spend on o.n 
aver-age Ss. 67 per acre on hired labour c ropai’ed with He. 33 
]:er acre in the Centre and Ea. 25 per acre only in the South. 

This indicates iliat relatively much greater enployrEiit is being 
generated in. the North. 

The result of greater oiate rial and labour inputs is that 
the cultivators in the North oire able t:. record much higher output 
frcmi their farms. The -aveo-age output -f cult5_v,"t ors is Es. 1004 per 
in the North, In the central regicn cultivarors cbtain an ouput 
per acre of Hs. 504 and in the S.uthexn region the output 5 .s equal 
to only P:s. 463 per acre. 

To'^ sun uro all categories of cultivatcrG in the Iborthem 
region are doing mch better than their comitor^aits irx the Central 
and the Southern regi..-.as. They are .•'.tie t. record highei- output per 
-acre - they use ncre inputs md enpl.oy greater nunber 01 labour 
cTuring yecir^ 


Regional Inconie Distribution as a Result of G-reen Eevoluti 


on 


The basic results v/ith regard to intsr-regional and 
iritra-rsglonal disparities in incone hr-ye been derived 
bj us by cunparing the progressive and jon-pECgressive 
cultivators hi the three regions of Haryana. (We have defined 
a progressive cultivators as one who uses iaprovecl variety, 
of seeds ), 

Table 2 below gives the inccris; distribution nncng 
prcgressive and non progressive cultivators in the tlrreo 
regions of Haryana. It is clear fren the table that the 
fiverage inc^ne of progressi-'^e cultivators is significantly 
higher than the non-pircgressive cultivating hvuschold in all 
the three region. In the worth, the ’progressii’e cultivators 
here a houeehcld incoire of Rg. 918.7 c'cnpored with Hs, 4709 by 
the non-progressives. In the Central region prcg'ressii'e . 
cultivators record an anaual incone of Hs. 6934 por household 
conpoi.red ?;ith an inccrie of Hs . 4645 by the ii'-n progressives. 

The respective figures in the rfoathem region are .Rs. 5865 and 
Hs . 4238 per oinnuii respectively." ' 

The material & hired labour inputs used' a.re for greater 
for tlvi progressive as compared 'vrith the non- progressive cultiv 
in all the regions. Consequently,- the' progressive cultivators 
alH.e tc' obtain a- much higher outpnt & inc'jne than thoir non- 
pregressive counterpea’ts. 



'Glare are some policy Implications that can 


be dravrn from ti ary an a exp 


eriance. Gne G-reen Hevclntion 
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in Haryana has led to much higher income of all the cultl 
vators x«fho ha.ve adopted the nev/ technology. Sirmiltanaou sly, 
it has led to increased demand for inputs cand for hired labnin 
The result has been greater employment and Incentives for 
agro-vased industries, 

Iho Ireon devolution in Harvana has also led to 
increased regional disparities between t-he Southern .and the 
Northern Regions. 

It is obvious that the only way to r-educe these 
disparities is to extend the area of the Green Revolution ' 
to the dry regions of Haryma. Furtharmoro, it is important 
to extend the Green Revolution in the w.et regions to smaller 
peasjmts who have been left out because of lack of resources. 

In India as a whole, Harvan.a exp3ri.ence has im^iortant 
lessons. Firstly/, the region, al planners in the pres.ent stage of 
Indi-eji developr .ent .3hcu.Id lock m.ore to the reasons v/hv 

■agricultural developmentfc is not taking place in rrojiy states. 

Some ..of th-.e .r.jlovant eu ■-■■n -i-h-a 

-j.-- / .|u_o L/.L...no u.a.uu c.an do asxea m this 

regard are th,.' followings- 

(i; why have cort.ain regions rocorde.l a larger 
agrlculmraR growth? Is it due ■ to the ch.aracteristic of new 


tochnology In agriculture? 

(11.1. '.‘jbat is the role of State in this process 
particularly In relation to the provision of infrastructure? 

(ill) Hou far the institutional factors are 
hindering agricultural development? 

(iv) VJhere green regolution has taken firm roots? 
Wxiat specific rnoasures can be taken to mobilise the surplus 
from agricultural and where can this be best Invested? 


Me feel that answers to these questions should 
provide a fruitful and meaningful framework, for regional 
economic develoument in Indi.a. ■ 


I n com e Pi st rib uti on ; 

One of the most widely debased issue is the impact . j 
of Green Revolution on income distribution. Our conclusions ; 
in this regard are the followings 


Cl) 


The range of income difference between the smallest J 
non-adonter the tjiggest adopter has lended to widen : 
substantially. In^this sense income inequalities hav? 
increased. 


Roi^tively greater number of larger f aniers hav e been 
ahle to adopt the new tedinolosi and this has led to 
an accentuation of unequalities. 


( 2 ) 


adoption of new tedinol 


.n fact ill an; 


31 a 1 1 V e g ai .n s f ; 


. 4 ' 


are recorded by tiie middle rather than the Very Big culti 
vators, ^ ■ , 

Furthermore, it is notable that there are less income 
inequalities ajnong the progressive cultivators than those 


ariong the non-p rogressivo cultivators in 


the three regions 


of Haryana. 


# # • 



hold 






Table IV 

Gross Public ^Investment in Eailways 



1 860 -T 
Amount 

Rs. Million 

1919 

1919 « 

Amount 

Rs. Million 

1947 

i 

I860 

Amount 

te.I'iillion 

1947 

r 

nengal Ass am* 

416.3 

10.6 

6 ’ 16.7 

10.0 

1033.0 

10.3 

East Indian 

725.6 

19.4 

1332.2 

21 .6 

2057.8 

20 . 6 

Bengal and Bor tri-¥e stern 
Bengal Nagpur 

B ;b & C * 

129,8 

309.3 

355.2 

3.6 
. 8.2 

9.3 

1 60 .4 

585.9 

542.7 

2.6 

9.5 

8.8 

290.2 

895.2 
897.9 

2.9 

9 .0 

9 .0 

GAI-P. 

North Ire stern 

534 . 6 

740.9 

282.6 

13.4 

19.1 

7.6 

838.8 

1079.3 

400.9 

• 13.6 
17.5 

6.5 

1373.4 

1820.2 

683 . 5 

15.8 

18.2 

6.8 

£■'.1 

164.2 

4.4 

326.9 

5.3 

491.1 

4.9 

Burma 

160.4 

4.4 

283.7 

4.6 

441.1 

4.5 

C-raiid Total 

3SI 8 * 9 

100.0 

6167.5 

10c . 0 

9986.4 

100.0 


* Assam-Beriga.! and East Bengal ' Railways ; 

were merged together dnri ng- the Second .World ¥ar« 

East Indian Includes ■ ■ Oudh Rohilkund.' Hail^^ 



Table V 
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